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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  201 1 

ACCOUNTING  OFFICER’S  RESPONSIBILITIES  AND  APPROVAL 


The  accounting  officer  is  required  by  the  Municipal  Finance  Management  Act  (Act  56  of  2003) 
to  nnaintain  adequate  accounting  records  and  is  responsible  for  the  content  and  inteqrltv  of  the 
annual  financial  statements  and  related  financial  information  included  in  this  report  It  is  the 
responsibility  of  the  accounting  officer  to  ensure  that  the  annual  financial  statements  fairly 
present  the  state  of  affairs  of  the  municipality  as  at  the  end  of  the  financial  year  and  the  results 
of  Its  operations  and  cash  flows  for  the  period  then  ended.  The  external  auditors  are  responsible 
for  reporting  on  the  fair  presentation  of  the  annual  financial  statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  Standards  of  Generallv 
Recognised  Accounting  Practices  (GRAP).  The  annual  financial  statements  are  based  upon 
appropriate  accounting  policies  consistently  applied  and  supported  by  reasonable  and  prudent 
judgements  and  estimates. 

The  accounting  officer  acknowledges  ultimate  responsibility  for  the  system  of  internal  financial 
control  established  by  the  municipality  and  place  considerable  importsmce  on  maintaininq  a 
strong  control  environment.  To  enable  the  accounting  officer  to  meet  these  responsibilities  the 
account^g  officer  sets  standards  for  internal  control  aimed  at  reducing  the  risk  of  error  or  loss  in 
a cost  effective  manner.  The  standards  include  the  proper  delegation  of  responsibilities  within  a 
dearly  defined  framework,  effective  accounting  procedures  and  adequate  segregation  of  duties  to 
ensure  an  acceptable  level  of  risk.  These  controls  are  monitored  throughout  the  municipality  and 
all  employees  are  required  to  maintain  the  highest  ethical  standards  in  ensuring  the  municipality's 
business  IS  conducted  in  a manner  that  in  all  reasonable  circumstances  is  above  reproach.  The 
tocus  of  risk  management  in  the  municipality  is  on  identifying,  assessing  managing  and 
monitoring  all  known  forms  of  risk  across  the  municipality.  While  operating  risk  cannot  be  fully 
eliminated,  the  municipality  endeavours  to  minimise  it  by  ensuring  that  appropriate  infrastructure 
controls,  systems  and  ethical  behaviour  are  applied  and  managed  within  predetermined 
procedures  and  constraints. 

The  accounting  officer  is  of  the  opinion,  based  on  the  information  and  explanations  oiven  bv 
management  that  the  system  of  internal  control  provides  reasonable  sissurance  that  the  financial 
records  may  be  relied  on  for  the  preparation  of  the  annual  financial  statements  However  any 
system  of  internal  financial  control  can  provide  only  reasonable,  and  not  absolute  assurance 
against  material  misstatement  or  loss. 

The  accounting  officer  has  reviewed  the  municipality’s  cash  flow  forecsist  for  the  year  to  30  June 
2012  and,  in  the  light  of  this  review  and  the  current  financial  position,  is,  satisfied  that  the 

municipality  has  or  has  access  to  adequate  resources  to  continue  in  opierational  existence  for  the 
foreseeable  future. 

The  municipality  is  wholly  dependent  on  the  service  charges  and  grants  for  continued  funding  of 
operations.  The  annual  financial  statements  are  prepared  on  the  basis  that  the  municipality  is  a 
going  concern  and  that  the  Greater  Giyani  Municipality  has  neither  the  intention  nor  the  need  to 
liquidate  or  curtail  materially  the  scale  of  the  municipality. 
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thfr®'  f>Jrther  certifies  that  the  remuneration  of  councillors  as  disclosed  in  the 
r^evant  note  to  the  financial  statements  is  in  accordance  with  the  Public  Office  Bearers  Act  fAct 

Ilf  ''^'7®*®'^  Co-operative  Governance  and  Traditional  Affairs 's  determination 
of  upper  limits  of  the  salaries,  allowances  and  benefits  as  promulgated  annually. 

The  annual  financial  statements  set  out  on  pages  5 to  47,  which  have  oeen  prepared  on  the 
Munfcip°ality  by  ' 31  August  201 1 and  were  signed  on  behalf  of  the 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  June  2011 

STATEMENT  OF  FINANCIAL  POSITION 


Notes 


ASSETS 

Current  Assets 

Inventories 

Trade  and  other  receivables 
Vat  Receivable 
Consumer  debtors 
Cash  and  cash  equivalents 

Total  current  assets 

Shortterm  investments 

Non  Current  assets 
Property,  plant  and  equipment 
Total  non  current  assets 

TOTAL  ASSETS 

LIABILITIES  AND  NET  ASSETS 

Liabilities 

Current  Liabilities 

Trade  and  other  payables 

Unspent  conditional  grants 

Provisions 

Bank  overdraft 

Total  Current  Liabilities 

Non  Current  Libailties 

Accumulated  surplus 

TOTAL  LIABILITIES  AND  NET  ASSETS 


2011 

2010 

R 

R 

4 

5 

6 

7 

676  175 

3 475  975 
14  777  988 

2 239  181 
25  4'30  367 

400  556 
339  656 
17  205  227 

1 865  593 

2 861  766 

46  661  687 

22  672  797 

35 

11)9  558 

186  419 

3_ 

174  8!)4  362 

158  268  970 

174  894  362 

158  268  970 

221  755  607 

181  128  185 

12 

20  8£i7  661 

19  031  910 

11 

13  27'3  915 

700  752 

8_ 

_ 

34131  576 

19  732  662 

9 

187  624  031 

161  395  524 

221  755  607 

181  128  185 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  June  2011 

STATEMENT  OF  FINANCIAL  PERFORMANCE 


Notes  201 1 
R 


2010 

R 


REVENUE 

Property  rates 
Service  charges 

Gain  or  loss  on  disposal  of  assets 
Rental  of  facilities  and  equipment 
Income  from  agency  services 
Fines 

Licences  and  permits 
Government  grants  and  subsidies 
Other  grants 
Other  income 

Interest  received  - investment 

TOTAL  REVENUE 

EXPENDITURE 
Employee  related  costs 
Remuneration  of  councillors 
Depreciation  and  amortisation 
Finance  costs 
Debt  impairment 
Repairs  and  maintenance 
Bulk  purchases  - water 
Contracted  services 
General  expenses 
TOTAL  EXPENDITURE 

Total  Revenue 
Total  Expenditure 

(DEFICIT)  SURPLUS  FOR  THE  YEAR 


14 

12  918  8(55 

13  254  631 

15 

3 877  741 

3711  181 

442  135 

446  803 

33 

971  918 

8 036  411 

102  6(59 

184  740 

3 734  985 

2 836  130 

16 

124  307  073 

109  560  811 

- 

2 448  856 

32 

1 390  786 

942  681 

1 557  281 

797  853 

149  303  4i>3 

142  220  096 

18 

59  596  322 

63  010  839 

19 

12  899  710 

12  255  831 

22 

17  957  124 

14  122  016 

23 

234  585 

38  421 

20 

4 987  815 

7 862  696 

2 969  158 

1 520  109 

27 

1 436  454 

2 222  797 

33  444  616 

27  344  350 

133  525  783 

128  377  059 

149  303  453 

142  220  096 

-133  525  783 

-128  377  059 

15  777  670 

13  843  038 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  June  2011 

STATEMENT  OF  CHANGES  IN  NET  ASSETS 


Balance  as  at  01  July  2009 

Fair  value  recognition  - prior  year 

Surplus  for  the  year  ended  30  June  20 1 0 

Balance  as  at  30  June  2010  as  previously  reported 

Correction  of  errors  prior  year  - 

Prior  year  debtors  movement 

Fair  value  recognition  - PPE 
Prior  year  adjustments 
Re-stated  balance  as  at  30  June  2010 
Opening  balance  as  at  01  July  2010 

Current  year  changes  In  net  assets  - 

Surplus  for  the  year 
Balance  at  end  of  year 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  June  2011 

CASHFLOW  STATEMENT 


Notes  2011  2010 

R R 


Cashflows  from  operating  activities 

Receipts 

Sale  of  goods  and  services 
Grants 

Interest  income 
Other  receipts 

Payments 

Employee  costs 
Suppliers 
Finance  costs 
Other  payments 


Total  receipts 
Total  payments 

Net  cashflows  from  operating  activities  28 

Cashflows  from  investing  activities 

Purchase  of  property,  plant  and  equipment  3 

Fair  value  recognition  -PPE  3 

Net  accumulated  depr  adjustments  3.5 

Recognition  of  sale  (Auction) 

Net  cashflows  from  investing  activities 


Net  Increase  (decrease)  In  cash  and  cash  equivalents 

Cash  and  cash  equivalents  at  beginning  of  year 

Cash  and  cash  equivalents  at  end  of  year  8 


16  796  606 
124  307  073 

1 557  2S1 
30  029  602 

16  965  813 
112  009  666 
797  853 
15  449  423 

1 72  690  562 

145  222  755 

-72  496  032 
-37  B50  227 
-234  585 
-S915  100 

-75  266  670 
-31  087  256 
-38  421 
-11  080  617 

-119  495  944 

-117  472  864 

172  690  562 
-1  19  495  944 

145  222  755 
-117  472  864 

i$3  194  618 

27  749  891 

-44  631  843 

-126  581  461 

8 305  141 

104  931  796 

1 744  186 

4 016  500 

_ 

-30  566  DIG 

-21  649  663 

72  628  601 

6 100  228 

2 861  767 

-3  238  461 

25  490  368 

2 861  767 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

ACCOUNTING  POLICIES 


1 . Presentation  of  Annual  Financial  Statements 

The  annual  financial  statements  have  been  prepared  in  accordance  v\/ith  South  African 
Statements  of  Generally  Recognised  Accounting  Practice  (GRAP)  iss  jed  by  the  Accounting 
Standards  Board  in  accordance  with  the  Municipal  Finance  Management  Act  {Act  56  of 
2003).These  annual  financial  statements  have  been  prepared  on  an  accrual  basis  of  accounting 
and  are  in  accordance  with  historical  cost  convention  unless  specified  otherwise.  They  are 
presented  in  South  African  Rand,  These  accounting  policies  are  consistent  with  the  previous 
period 

1.1  Significant  Judgements 

In  preparing  the  annual  financial  statements,  management  is  required  to  make  estimates  and 
assumptions  that  affect  the  amounts  represented  in  the  annual  statements  and  related 
disclosure.  Use  of  available  information  and  the  application  of  judgemi^nt  is  inherent  in  the 
formation  of  estimates,,  Actual  results  in  the  future  could  differ  from  these  estimates  which  may 
be  material  to  the  annual  financial  statements 

Use  of  estimates 

The  preparation  of  financial  statements  in  conformity  with  Generally  Recognised  Accounting 
Practice  requires  the  use  of  certain  of  critical  accounting  estimates.  It  also  requires 
management  to  exercise  its  judgement  in  the  process  of  applying  the  Municipality’s  accounting 
policies  The  area  involving  a higher  degree  o^udgement  or  complexily,  or  area  where 
assumptions  and  estimates  are  significant  to  financial  statements  are  disclosed  in  the  relevant 
sections  of  the  financial  statements.  Although  these  estimates  are  based  on  management’s  best 
knowledge  of  current  events  and  actions  they  may  undertake  in  the  fulure,  actual  results 
ultimately  may  differ  from  those  estimates. 

1.2  Presentation  of  Currency 

These  annual  financial  statements  are  presented  in  South  African  Rand. 

1.3  Going  concern  assumption 

These  annual  financial  statements  have  been  prepared  on  a going  concern  basis 

1.4  Property,  plant  and  equipment 

Property,  plant  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets) 
that  are  held  for  use  in  the  production  or  supply  of  goods  or  services,  rental  to  others,  or  for 
administrative  purposes,  and  are  expected  to  be  used  during  more  than  one  period  Property 
plant  and  equipment  is  initially  measured  at  cost.  The  cost  of  an  item  of  property,  plant  and 
equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the  asset  to  the  location  and 
condition  necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management 

Where  an  asset  is  acquired  at  no  cost,  or  for  a nominal  cost,  its  cost  is  its  fair  value  as  at  date  of 
acquisition.  Where  an  item  of  property,  plant  and  equipment  is  acquired  in  exchange  for  a non^ 
monetary  asset  or  monetary  assets,  or  a combination  of  monetary  and  non-monetary  assets,  the 
asset  acquired  is  initially  measured  at  fair  value  (the  cost).  If  the  acquired  item's  fair  value  was 
not  determinable,  it's  deemed  cost  is  the  carrying  amount  of  the  a3set(s)  given  up 

Property,  plant  and  equipment  is  carried  at  cost  less  accumulated  depreciation  and  any 
impairment  losses  except  for  Infrastructure  assets  which  is  carried  at  re-valued  amount  being 
the  fair  value  at  the  date  of  revaluation  less  any  subsequent  accumulated  depreciation  and 
subsequent  accumulated  impairment  losses. 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

ACCOUNTING  POLICIES 


When  an  item  of  property,  plant  and  equipment  is  re-valued,  any  accumulated  depreciation  at 
the  date  of  the  revaluation  is  eliminated  against  the  gross  carrying  amount  of  the  asset  and  the 
net  amount  restated  to  the  re-valued  amount  of  the  asset 

The  revaluation  surplus  in  equity  related  to  a specific  item  of  property  plant  and  equipment  is 
transferred  directly  to  retained  earnings  as  the  asset  is  used  The  amcunt  transferred  is  equal  to 
the  difference  between  depreciation  based  on  the  re-valued  carrying  amount  and  depreciation 
based  on  the  original  cost  of  the  asset. 

Property,  plant  and  equipment  are  depreciated  on  the  straight  line  basis  over  their  expected 
useful  lives  to  their  estimated  residual  value.  The  useful  lives  of  items  property  plant  and 
equipment  have  been  assessed  as  follows: 


Item 

Buildings 

Plant  and  equipment 
Motor  vehicles 
Office  equipment 
IT  equipment 
Community  halls 

Roads,  pavements,  bridges  and  storm  water 

Security  measures 

Libraries 

Car  parks,  bus  terminals  and  taxi  ranks 

Street  lighting 

Refuse  sites 

Fire  services 

Clinics 

Cemeteries 

Park  and  gardens 

Street  names,  signs  and  parking  meters 
Sport  fields 
Specialised  vehicles 
Water  meters 

Sewerage  purification  and  reticulation 
Water  reservoirs  and  reticulation 
Housing  30 
Electricity  reticulation 


Average  useful  l ife 

30 

2- 15 
4-7 

3- 7 
3-5 
30 

10-30 

3-10 

30 

20 

20-25 

30 

30 

30 

30 

10-30 

5 

10-30 

15 

7 

15-20 

15-20 

15-30 


The  residual  value,  and  the  useful  life  and  depreciation  method  of  each  asset  are  reviewed  at 
the  end  of  each  reporting  date.  If  the  expectations  differ  from  previous  estimates,  the  chanqe  is 
accounted  for  as  a change  in  accounting  estimate. 

Each  part  of  an  item  of  property,  plant  and  equipment  with  a cost  that  is  significant  in  relation  to 
the  total  cost  of  the  item  is  depreciated  separately.  The  depreciation  charge  for  each  period  is 
recognised  in  surplus  or  deficit 


Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when 
there  are  no  further  economic  benefits  or  service  potential  expected  from  the  use  of  the  asset. 


10 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  year  ended  30  June  2011 

ACCOUNTING  POLICIES 


The  gain  or  loss  arising  from  de-recognition  of  an  item  of  property,  plant  and  equipment  is 
included  in  surplus  or  deficit  when  the  item  is  derecognised.  The  gain  or  loss  arising  from  the 
de-recognition  of  an  item  of  property,  plant  and  equipment  is  determined  as  the  difference 
between  the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item,, 

Assets  which  the  municipality  holds  for  rentals  to  others  and  subsequently  routinely  sell  as  part 
of  the  ordinary  course  of  activities,  are  transferred  to  inventories  when  the  rentals  end  and  the 
assets  are  available-for-$ale  These  assets  are  not  accounted  for  as  non-current  assets  held  for 
sale.  Proceeds  from  sales  of  these  assets  are  recognised  as  revenue.  All  cash  flows  on  these 
assets  are  included  in  cash  flows  from  operating  activities  in  the  cash  Flow  statement. 

Exemptions 

The  municipality  has  adopted  Directive  4 issued  by  the  Accounting  Sitandards  Board  in  March 
2009,  paragraph  71  to  .83,  which  allows  a period  of  3 years  from  the  date  of  initial  adoption  of 
GRAP  17  to  comply  in  full  with  the  recognition  requirements  of  the  standard. 

1.5  Financial  instruments 

Classification 

The  municipality  classifies  financial  assets  and  financial  liabilities  into  ihe  following  categories: 
Classification  depends  on  the  purpose  for  which  the  financial  instruments  were  obtained/ 
incurred  and  takes  place  at  initial  recognition.  Classification  is  re-assessed  on  an  annual  basis 
except  for  derivatives  and  financial  assets  designated  as  at  fair  value  through  surplus  or  deficit, 
which  shall  not  be  classified  out  of  the  fair  value  through  surplus  or  deficit  category,. 

Trade  and  other  receivables 

A provision  for  impairment  is  established  when  there  is  objective  evidence  that  the  municipality 
will  riot  be  able  to  collect  all  amounts  due  according  to  the  original  terms  of  receivables. 
Significant  financial  difficulties  of  the  debtor  and  default  or  delinquency  in  payments  of  all  debt 
outstanding  for  more  than  120  days  are  considered  indicators  that  the  trade  receivables  are 
impaired,  Bad  debts  are  written  off  during  the  year  in  which  they  are  identified  as  irrecoverable, 
which  may  not  be  the  date  on  which  the  provision  is  raised. 

Trade  and  other  payables 

Trade  creditors  are  initially  recognised  at  fair  value  and  subsequently  measured  at  amorilsed 
cost  using  the  effective  interest  method. 

Cash  and  cash  equivalents 

Cash  includes  cash  on  hand  and  cash  with  banks.  Cash  equivalents  are  short-term  investments 
that  are  held  with  registered  banking  institutions  with  maturities  of  32  days  or  daily  calls 
For  the  purposes  of  the  cash  flow  statement,  cash  and  cash  equivalents  comprise  cash  on 
hand,  deposits  held  on  call  with  banks  and  investments  in  financial  instruments  net  of  bank 
overdrafts.  Bank  overdrafts  are  recorded  on  the  facility  utilised  Finance  charges  on  bank 
overdrafts  are  expensed  as  incurred. 

Bank  overdraft  and  borrowings 

Bank  overdrafts  and  borrowings  are  initially  measured  at  cost,  and  are  subsequently  measured 
at  amortised  cost,  using  the  effective  interest  rate  method.  Any  difference  between  the  proceeds 
(net  of  transaction  costs)  and  the  settlement  or  redemption  of  borrowings  is  recognised  over  the 
term  of  the  borrowings  in  accordance  with  the  municipality's  accountinq  policy  for  borrowing 
costs. 
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1.6  Investments  held-to-maturity 

Subsequent  to  initial  recognition,  held-to-nnaturity  assets  are  measureid  at  amortised  cost 
calculated  using  the  effective  interest  method.  Investments  which  include  listed  government 
bonds,  unlisted  municipal  bonds,  fixed  deposits  and  short  term  deposits  invested  in  registered 
banks  are  stated  at  cost. 

Where  investments  have  been  impaired,  the  carrying  value  is  adjusted  by  the  impairment  loss 
and  this  is  recognised  as  an  expense  in  the  period  that  the  impairmeni  is  identified. 

Surplus  funds  are  invested  in  terms  of  Council's  Investment  Policy.  Investments  are  only  made 
with  financial  institutions  registered  in  terms  of  the  Deposit  Taking  Inst  tutions  Act  of  1 990  with 
an  A1  or  similar  rating  institution  for  safe  investment  purposes.  The  investment  period  should  be 
such  that  it  will  not  be  necessary  to  borrow  funds  against  the  investments  at  a penalty  interest 
rate  to  meet  commitments 

1.7  Loans  and  receivables 

Loans  and  receivables  are  non^Jerivative  financial  assets  with  fixed  or  determinable  payments 
They  are  included  in  current  assets,  except  for  maturities  in  excess  of  12  months  which  are 
Classified  as  non-current  assets. 

Loans  and  receivables  are  recognised  initially  at  cost  which  represents:  fair  value.  After  initial 
recognition  financial  assets  are  measured  at  amortised  cost  using  the  effective  interest  rate. 

1.8  Leases 

Operating  leases  - lessee 

Operating  leases  are  those  leases  that  do  not  fall  within  the  scope  of  ttie  above  definition. 

Operating  lease  payments  or  receipts  are  recognised  on  the  basis  of  tfie  actual  cash  inflows 
and  outflows. 

1.9  Inventories 

The  cost  of  inventories  comprises  of  all  costs  of  purchase,  costs  of  development,  costs  of 

conversion  and  other  costs  incurred  in  bringing  the  inventories  to  their  present  location  and 
condition. 

Consumable  stores,  raw  materials,  work  in  progress,  unused  water,  and  finished  goods  are 
valued  at  the  lower  of  cost  and  net  realisable  value.  In  general,  the  basis  of  determining  cost  is 
the  weighted  average  cost  of  commodities, 

Redundant  and  slow-moving  stock  are  identified  and  written  down  with  regard  to  their  estimated 
economic  or  realisable  values  and  sold  following  the  municipality’s  approved  disposal  strategy 
Consumables  are  written  down  with  regard  to  age,  condition  and  utility. 

Unsold  properties  are  valued  at  the  lower  of  cost  and  net  realisable  value  on  a specific 
identification  cost  basis,  Direct  costs  are  accumulated  for  each  separately  identifiable 
development  Costs  also  include  a proportion  of  overhead  co^ts 

I.IOTurnover 
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Turnover  comprises  the  invoiced  values  of  the  consideration  received  or  receivable  for  the  sale 
of  goods  and  services  in  the  ordinary  course  of  the  Municipality's  activities  Revenue  is  shown 
net  of  value  added  tax,  rebates  and  discounts  and  after  eliminated  revenue  within  departments 
of  the  Municipality. 

Revenue  from  Exchange  Transactions 

Service  charges  relating  to  water  are  based  on  consumption  Meter  readings  are  taken  on  a 
monthly  basis  and  are  recognised  as  revenue  when  invoiced.  Provisional  estimates  are  not 
used  to  estimate  the  revenue. 

Revenue  from  sale  of  goods  is  recognised  when  the  nsks  and  rewards  of  ownership  are  passed 
to  purchaser.  Revenue  arising  frorn  the  application  of  the  approved  tariff  of  charges  is 
recognised  when  the  relevant  service  is  rendered  by  applying  the  rele\'ant  gazetted  tariff,  This 
includes  the  issuing  of  licences  and  permits. 

Interest  and  rentals  are  recognised  on  a time  proportion  basis  Income  for  agency  services  is 
recognised  on  a monthly  basis  once  the  income  collected  on  behalf  of  agents  has  been 
quantified.  The  income  recognised  is  in  terms  of  the  agency  agreement 

Revenue  from  public  contributions  is  recognised  when  all  conditions  associated  with  the 
contribution  have  been  met  Where  public  contribution  has  been  received  but  municipality  has 
not  met  the  condition,  a liability  is  recognised. 

Revenue  from  property  rates  is  recognised  when  the  legal  entitlement  to  this  revenue  arises. 
Adjustments  or  interim  rates  are  recognised  once  the  municipal  valuer  has  valued  the  change  to 
properties 

Collection  charges  are  recognised  when  such  amounts  are  legally  enforceable. 

Fines  constitute  both  spot  fines  and  summons.  Revenue  from  spot  fines  and  summons  is 
recognised  when  payment  is  received. 

Donations  are  recognised  on  a cash  receipt  basis  or  where  the  donation  is  in  the  form  of 
property,  plant  and  equipment  at  the  fair  value  of  the  consideration  received  or  receivable. 
Contributed  property,  plant  and  equipment  is  recognised  when  the  deed  of  transfer  is  signed  or 
when  title  of  the  items  of  property,  plant  and  equipment  is  transferred  to  the  Municipality 
whichever  happens  first. 

1.11  Provisions  and  contingencies 

The  amount  of  a provision  is  the  best  estimate  of  the  expenditure  expected  to  be  required  to 
settle  the  present  obligation  at  the  reporting  date.  Where  the  effect  of  time  value  of  money  is 
material,  the  amount  of  a provision  is  the  present  value  of  the  expenditure  expected  to  be 
required  to  settle  the  obligation.  The  discount  rate  is  a pre-tax  rate  that  reflects  current  market 
assessments  of  the  time  value  of  money  and  the  risks  specific  to  the  liability  Where  some  or  all 
of  the  expenditure  required  to  settle  a provision  is  expected  to  be  reimbursed  by  another  party 
the  reimbursement  is  recognised  when,  and  only  when,  it  is  virtually  certain  that  reimbursement 
will  be  received  if  the  municipality  settles  the  obligation.  The  reimbursement  is  treated  as  a 
separate  asset  The  amount  recognised  for  the  reimbursement  does  net  exceed  the  amount  of 
the  provision, 

Provisions  are  reviewed  at  each  reporting  date  and  adjusted  to  reflect  the  current  best  estimate. 
Provisions  are  reversed  if  it  is  no  longer  probable  that  an  outflow  of  resources  embodying 
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economic  benefits  or  service  potential  will  be  required,  to  settle  the  obligation.  A provision  is 
used  only  for  expenditure  for  which  the  provision  was  originally  recognised.  Provisions  are  not 
recognised  for  future  operating  deficits. 

If  the  municipality  has  a contract  that  is  onerous,  the  present  obligation  (net  of  recoveries)  under 
the  contract  is  recognised  and  measured  as  a provision.  No  obligation  arises  as  a consequence 
of  the  sale  or  transfer  of  an  operation  until  the  municipality  is  committed  to  the  sale  or  transfer, 
that  is,  there  is  a binding  agreement. 

After  their  initial  recognition  contingent  liabilities  recognised  in  business  combinations  that  are 
recognised  separately  are  subsequently  measured  at  the  higher  of; 
o the  amount  that  would  be  recognised  as  a provision;  and 
o the  amount  initially  recognised  less  cumulative  amortisation. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disclosed  In 
note. 

1.12Conditional  Grants  and  receipts 

Revenue  received  from  conditional  grants,  donations  and  funding  are  I'ecognised  as  revenue  to 
the  extent  that  the  municipality  has  complied  with  any  of  the  criteria,  conditions  or  obligations 
embodied  in  the  agreement.  To  the  extent  that  the  criteria,  conditions  or  obligations  have  not 
been  met  a liability  is  raised. 

1.1 3 Unauthorised  expenditure 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted,  expenditure  that  is  not  in 
terms  of  the  conditions  of  an  allocation  received  from  another  sphere  of  government, 
municipality  or  organ  of  state  and  expenditure  in  the  form  of  a grant  that  is  not  permitted  in 
terms  of  the  Municipal  Finance  Management  Act  (Act  56  of  2003).  Unauthorised  expenditure  is 
accounted  for  as  an  expense  in  the  Statement  of  Financial  Performance  and  where  recovered  it 
is  subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial  Performance. 

1.l4lrregular  expenditure 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  Act  (Act  56  of 
2003),  the  Municipal  Systems  Act  (Act  32  of  2000),  Remuneration  of  Public  Office  Bearers  Act 
(Act  20  of  1998)  or  is  in  contravention  of  the  municipality's  supply  chain  management  policy. 
Irregular  expenditure  excludes  unauthorised  expenditure  Irregular  expenditure  is  accounted  for 
as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered  it  is 
subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial  F'ertormance. 

1.1 5 Fruitless  and  wasteful  expenditure 

Fruitless  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  and  would  have  been 
avoided  had  reasonable  care  been  exercised.  Fruitless  and  wasteful  expenditure  is  accounted 
for  as  expenditure  in  the  Statement  of  Financial  Performance  and  where  recovered,  it  is 
subsequently  accounted  for  as  revenue  in  the  Statement  of  Financial  Performance 

1.1 6 Comparative  figures 

Actual  prior  year  amounts  have  been  included  in  the  annual  financial  statements  for  the  current 
financial  year  only.  When  the  presentation  or  classification  of  items  in  the  annual  financial 
statements  is  amended,  prior  period  comparative  amounts  are  reclassried.  The  nature  and 
reason  for  the  reclassification  is  disclosed. 
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1.1 7 Employee  benefits 

Short-term  employee  benefits 

The  cost  of  short-term  employee  benefits,  (those  payable  within  12  months  after  the  service  is 
rendered,  such  as  paid  vacation  leave  and  sicK  leave,  bonuses,  and  n on-monetary  benefits 

such  as  medical  care),  are  recognised  in  the  period  in  which  the  service  is  rendered  and  are  not 
discounted 

The  expected  cost  of  compensated  absences  is  recognised  as  an  expanse  as  the  employees 
render  services  that  increase  their  entitlement  or,  in  the  case  of  non-a(x;umulating  absences 
when  the  absence  occurs. 

The  expected  cost  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when 
there  is  a legal  or  constructive  obligation  to  make  such  payments  as  a result  of  past 
performance 


Defined  contribution  plans 

Payments  to  defined  contribution  retirement  benefit  plans  are  charged  as  an  expense  as  they 
fall  due.  ^ 

Payments  made  to  Municipal  Employees  Pension  Fund,  Municipal  Grsitulty  Fund  and  SAMWU 
Provident  Fund-managed  retirement  benefit  schemes  are  dealt  with  as  defined  contribution 
plans  where  the  municipality’s  obligation  under  the  schemes  is  equivalent  to  those  arising  in  a 
defined  contribution  retirement  benefit  plan.  Councillors  are  members  of  the  Municipal 
Councillors  Pension  Fund  that  was  established  in  terms  of  the  Remuneration  of  the  Public 
Office  Bearers  Act  1998  (Act  20  of  1998). 

Obligations  for  contributions  to  defined  contribution  plans  are  recognised  as  an  expense  in  the 
income  statement  as  incurred.  Contributions  to  the  defined  contribution  pension  plan  in  respect 
of  service  in  a particular  period  are  included  in  the  employees’  total  cost  of  employment  and  are 

Charged  to  the  statement  of  financial  performance  in  the  year  to  which  they  relate  as  part  of  cost 
of  employment. 

1.1 8 Borrowing  costs 


All  other  borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

Capitalisation  ceases  when  substantially  all  the  activities  necessary  to  prepare  the  qualifvinq 
asset  for  its  intended  use  or  sale  are  complete.  When  the  municipality  completes  the 
construction  of  a qualifying  asset  in  parts  and  each  part  is  capable  of  being  used  while 
construction  continues  on  other  parts,  the  entity  ceases  capitalising  borrowing  costs  when  it 
completes  substantially  all  the  activities  necessary  to  prepare  that  part  for  its  intended  use  or 


1.1 9 Consumer  Deposits 

Consumer  deposits  are  a partial  security  for  a future  payment  of  an  account.  All  consumers  are 
therefore  required  to  pay  a deposit  equal  to  two  months  consumption  of  electricity  and  water 
services  Deposits  are  considered  a liability  as  the  deposit  is  only  refun<ied  once  the  service  is 
erminated.  No  interest  is  paid  on  deposits  as  the  GGM  is  not  a deposits  taking  institution  in 
terms  of  Banking  Act.  For  the  current  financial  period  consumer  deposits  have  been  waived  by 
council  decision.  ^ 


1.20 Events  after  balance  sheet  date 
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Recognised  amounts  in  the  financial  statements  are  adjusted  to  reflect  events  arising  after  the 
balance  sheet  date  that  provide  evidence  of  conditions  that  existed  at  the  balance  sheet  date. 
Events  after  the  balance  sheet  date  that  are  indicative  of  conditions  that  arose  after  the  balance 
sheet  date  are  dealt  with  by  way  of  a note  to  the  financial  statements. 

1.21  Value  Added  Tax 

VAT  Is  payable  on  the  receipts  basis.  Only  once  the  payment  is  received  from  debtors  is  VAT 
paid  over  SARS. 

1.22  Impairment  of  cash-generating  assets 

Cash-generating  assets  are  those  assets  held  by  the  municipality  with  the  primary  objective  of 
generating  a commercial  return. 

When  an  asset  is  deployed  in  a manner  consistent  with  that  adopted  by  a profit-orientated 
entity,  it  generates  a commercial  return. 

Impairment  is  a loss  in  the  future  economic  benefits  or  service  potential  of  an  asset,  over  and 
above  the  systematic  recognition  of  the  loss  of  the  asset's  future  economic  benefits'  or  service 
potential  through  depreciation  (amortisation). 

Carrying  amount  is  the  amount  at  which  an  asset  is  recognised  in  the  ^statement  of  financial 
position  after  deducting  any  accumulated  depreciation  and  accumulated  impairment  losses 
thereon 

A cash-generating  unit  is  the  smallest  identifiable  group  of  assets  held  with  the  primary  objective 
of  generating  a commercial  return  that  generates  cash  inflows  from  continuing  use  that  are 
largely  independent  of  the  cash  inflows  from  other  assets  or  groups  of  assets. 

Costs  of  disposal  are  incremental  costs  directly  attributable  to  the  disposal  of  an  asset, 
excluding  finance  costs  and  income  tax  expense 

Depreciation  (Amortisation)  is  the  systematic  allocation  of  the  deprecia  ble  amount  of  an  asset 
over  its  useful  life. 

Fair  value  less  costs  to  sell  is  the  amount  obtainable  from  the  sale  of  an  asset  in  an  arm^s  length 
transaction  between  knowledgeable,  willing  parties,  less  the  costs  of  disposal 

Recoverable  amount  of  an  asset  or  a cash-generating  unit  is  the  higher  its  fair  value  less  costs 
to  sell  and  its  value  in  use. 


Useful  life  is  the  period  of  time  over  which  an  asset  is  expected  to  be  used  by  the  municipality. 

Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period 
when  those  inflows  result  in  an  increase  in  net  assets,  other  than  increases  relating  to 
contributions  from  owners. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has 
liabilities  extinguished,  and  directly  gives  approximately  equal  value  (primarily  in  the  form  of 
goods,  services  or  use  of  assets)  to  the  other  party  in  exchange. 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between 
knowledgeable,  willing  parties  in  an  arm’s  length  transaction. 
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1,230ffsetting 

Assets,  liabilities,  revenue  and  expenses  have  not  been  offset 
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2.  New  Standards  and  Interpretations 


2.1  IFRIC  16  (AC  449)  Hedges  of  a Net  Investment  in  a Foreign  Operation 

The  interpretation  deals  with  the  following  issues: 

o Presentation  currency  does  not  create  an  exposure  to  which  an  entity  may  apply  hedge 
accounting. 

o Consequently,  a parent  entity  may  designate  as  a hedged  risk  Dniy  the  foreign  exchange 
differences  arising  from 

0 a difference  between  its  own  functional  currency  and  that  of  its  foreign  operation. 

o Any  entity  or  entities  within  a group  can  hold  a hedging  instrument  in  a hedge  of  a net 
investment  in  a foreign 

o operation.  The  parent  entity  holding  the  net  investment  in  a foreign  operation  therefore 
does  not  also  have  to  hold  the  hedging  instrument. 

o How  an  entity  should  determine  the  amounts  to  be  reclassified  from  equity  to  profit  or 
loss  for  both  the  hedging  instrument  and  the  hedged  item  when  the  entity  disposes  of 
the  investment. 

o IAS  39  (AC  133)  Financial  Instruments;  Recognition  and  Measurement  must  be  applied 
to  determine  the  amount  that  needs  to  be  reclassified  to  profit  or  loss  from  the  foreign 
currency  translation  reserve  in  respect  of  the  hedging  instrument,  and  IAS  21  (AC  112) 

The  Effects  of  Changes  in  Foreign  Exchange  Rates  must  be  applied  in  respect  of  the 
hedged  item. 

The  effective  date  of  the  interpretation  is  for  years  beginning  on  or  after  01  October  2008.  The 
municipality  has  adopted  the  interpretation  for  the  first  time  in  the  2010  annual  financial  statements 
In  the  current  financial  year  the  standard  is  not  relevant  to  the  municipality's  operations. 

2.2  IFRIC  15  (AC  448)  Agreements  for  the  Construction  of  Real  Estates 

IFRIC  15  (AC  448)  specifies  whether  an  agreement  for  the  construction  of  real  estate  is  within 
the  scope  of  IAS  1 1 (AC  109);  construction  Contracts  or  IAS  18  (AC  111):  revenue,  and  thus 
impacts  the  related  recognition  of  revenue.  An  agreement  for  the  construction  of  real  estate  is  a 
construction  contract  within  the  scope  of  IAS  1 1 (AC  109)  only  when  the  buyer  is  able  to  specify 
the  rnajor  structural  elements  of  the  design  of  the  real  estate  before  construction  begins  and/or 
specify  major  structural  changes  once  construction  is  in  progress.  Revenue  in  such  cases 
should  be  determined  in  accordance  with  the  percentage  of  completior  of  the  contract.  In  all 
other  cases,  IAS  1 8 (AC  111)  applies.  If  IAS  1 8 (AC  1 ll ) applies  and  the  entity  is  required  to 
provide  the  materials  for  the  construction  as  well  as  carry  out  the  construction  activity,  the 
supply  represents  the  sale  of  goods.  In  such  cases,  revenue  is  recognised  on  delivery  of  the 
constructed  asset.  If  the  entity  is  not  required  to  provide  materials,  but  only  to  construct  the  real 
estate,  the  supply  is  the  rendering  of  services,  and  revenue  should  be  recognised  on  the 
percentage  of  completion  basis. 

The  effective  date  of  the  interpretation  Is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  interpretation  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations 
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2.3  IFRS  2 (AC  139)  Amendment:  IFRS  2 ~ Share-based  Payment:  Vesting  Conditions 
and  Cancellations 


The  amendment  clarifies  that  vesting  conditions  are  only  performance  conditions  or  service 
conditions.  All  other  conditions  are  non-vesting  conditions.  Non-vesting  conditions  are 
accounted  for  in  the  same  manner  as  market  conditions.  It  further  clarifies  that  if  either  parly  can 
choose  not  to  satisfy  a non-vesting  condition,  then  the  arrangement  is  treated  as  a cancellation 
upon  non  fulfilment  of  that  condition. 


The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.4  IAS  32  (AC  125)  Financial  Instruments:  Presentation  and  lAS  1 (AC  101) 
Presentation  of  Financial  Statements  Amendment:  Puttable  Financial  Instruments 
and  obligations  Arising  on  Liquidation 

The  revision  requires  that  certain  puttable  financial  instruments  and  other  instruments  that 
impose  on  the  entity  an  obligation  to  deliver  a pro  rata  share  of  the  net  assets  of  the  entity  on 
liquidation  should  be  classified  as  equity  if  certain  conditions  are  met.  Any  classifications  of  such 
iterns  are  to  be  disclosed  in  the  financial  statements,  together  with  information  concerning  the 
entity’s  objectives  and  policies  with  regards  to  managing  such  obligations. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  January  2009 
The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations 

2.5  May  2008  Annual  Improvements  to  IFRS's:  Amendments  to  IFRS  7 (AC  144) 
Financial  Instruments:  Disclosures 

The  amendment  relates  to  changes  in  the  Implementation  Guidance  of  the  Standard,  Total 
interest  income’  was  removed  as  a component  of  finance  costs  from  paragraph  IG13.  This  was 
to  remove  inconsistency  with  the  requirement  of  IAS  1 (AC  101)  Presentation  of  Financial 
Statements  which  precludes  the  offsetting  of  income  and  expenses. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  iD1  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.6  May  2008  Annual  Improvements  to  IFRS's;  Amendments  to  IAS  19  (AC  116) 
Employee  Benefits 


With  regards  to  curtailments  and  negative  past  service  costs  clarification  has  been  made  that; 
When  a plan  amendment  reduces  benefits,  the  effect  of  the  reduction  for  future  service 
is  a curtailment  and  the  effect  of  any  reduction  for  past  service  is  a negative  past  service 
cost, 
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o Negative  past  service  cost  arises  when  a change  in  the  benefits  attributable  to  past 
service  results  in  a reduction  in  the  present  value  of  the  defined  benefit  obligation;  and 
y A curtailment  may  arise  from  a reduction  in  the  extent  to  which  future  salary  increases 
are  linked  to  the  benefits  payable  for  past  service 

The  definition  of  ‘return  on  plan  assets’  has  also  been  amended  to  require  the  deduction  of  plan 
administration  costs  only  to  the  extent  that  such  costs  have  not  been  reflected  in  the  actuarial 
assumptions  used  to  measure  the  defined  benefit  obligation  The  term  “fall  due"  in  the  definition 
of  “short  term  employee  benefits”  has  been  replaced  with  "due  to  be  settled" 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 


2.7  May  2008  Annual  Improvements  to  IFRS’s:  Amendments  to  IFRS  7 (AC  144) 
Financial  Instruments;  Disclosures;  IAS  32  (AC  126)  Financial  Instruments: 
Presentation;  IAS  28  (AC  110)  Investments  in  Associates  and  IAS  31  (AC  110) 
Interests  in  Joint  Ventures 

The  amendment  adjusted  the  disclosure  requirements  of  investments  in  associates  and 
interests  in  joint  ventures  which  have  been  designated  as  at  fair  value  through  profit  or  loss  or 
are  classified  as  held  for  trading.  The  amendment  provides  that  only  certain  specific  disclosure 
requirements  of  IAS  28  (AC  1 10)  investments  in  Associates  and  IAS  31  (AC  119)  Interests  in 
Joint  Ventures  are  required  together  with  the  disclosures  of  IFRS  7 (AC  144)  Financial 
Instruments:  Disclosures;  IAS  32  (AC  125)  Financial  Instruments:  Presentation. 


The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009.  The 
municipality  has  adopted  the  amendment  for  the  first  time  tn  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  tc  the  municipality’s 
Operations 

2.8  May  2008  Annual  Improvements  to  IFRS's:  Amendments  tc  IAS  36  (AC  128) 
Impairment  of  Assets 

The  amendment  requires  disclosures  of  estimates  used  to  determine  the  recoverable  amount  of 
cash-generating  units  containing  goodwill  or  intangible  assets  with  indefinite  useful  lives. 
Specifically,  the  following  disclosures  are  required  when  discounted  cash  flows  are  used  to 
estimate  fair  value  less  costs  to  sell; 

o The  period  over  which  management  has  projected  cash  flows; 
o The  growth  rate  used  to  extrapolate  cash  flow  projections;  and 
o The  discount  rate(s)  applied  to  the  cash  flow  projections. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  J1  January  2009 
The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements  The  interpretation  has  no  impact  on  the  accounting  policies  already  adopted. 

2.9  May  2008  Annual  Improvements  to  IFRS’s:  Amendments  to  IAS  39  (AC  133) 
Financial  Instruments:  Recognition  and  Measurement 
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IAS  39  (AC  133)  prohibits  the  classification  of  financial  instruments  into  or  out  of  the  fair  value 
through  profit  or  loss  category  after  initial  recognition  The  amendments  set  out  a number  of 
changes  in  circumstances  that  are  not  considered  to  be  reclassifications  for  this  purpose. 

The  amendments  have  also  removed  references  to  the  designation  of  hedging  instruments  at 
the  segment  level.  The  amendments  further  clarify  that  the  revised  effective  interest  rate 
calculated  when  fair  value  hedge  accounting  ceases,  in  accordance  with  paragraph  92  IAS  39 
(AC  133)  should  be  used  for  the  re-measurement  of  the  hedged  item  v/hen  paragraph  AGS  of 
IAS  39  (AC  133)  is  applicable. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009,  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial  statements. 
The  interpretation  has  no  impact  on  the  current  financial  statements, 

2„10  IAS  36  (AC  128)  Impairment  of  Assets:  Consequential  ami^ndments 

Under  certain  circumstances,  a dividend  received  from  a subsidiary,  associate  or  joint  venture 
could  be  an  indicator  of  impairment.  This  occurs  when; 

o Carrying  amount  of  investment  in  separate  financial  statements  is  greater  than  carrying 
amount  of  investee’s  net 

0 assets  including  goodwill  in  consolidated  financial  statements  or 
o Dividend  exceeds  total  comprehensive  income  of  investee  in  period  dividend  is  declared 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  January  2009,  The 
municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality’s 
operations. 

2.11  IFRS  3 (AC  140)  (Revised)  Business  Combinations 

The  revisions  to  IFRS  3 (AC  140)  Business  combinations  require: 

0 Acquisition  costs  to  be  expensed. 

o Non-controlling  interest  to  either  be  calculated  at  fair  value  or  al  their  proportionate  share 
of  the  net  identifiable  assets  of  the  acquiree. 

o Contingent  consideration  to  be  included  in  the  cost  of  the  business  combination  without 
further  adjustment  to  goodwill,  apart  from  measurement  period  adjustments, 
c All  previous  interests  in  the  acquiree  to  be  remeasured  to  fair  value  at  acquisition  date 
when  control  is  achieved  in  stages,  and  for  the  fair  value  adjustments  to  be  recognised 
in  profit  or  loss. 

o Goodwill  to  be  measured  as  the  difference  between  the  acquisition  date  fair  value  of 
consideration  paid,  non-controlling  interest  and  fair  value  of  previous  shareholding  and 
the  fair  value  of  the  net  identifiable  assets  of  the  acquiree 
o The  acquirer  to  reassess,  at  acquisition  date,  the  classification  of  the  net  identifiable 
assets  of  the  acquiree,  except  for  leases  and  insurance  contracts 
o Contingent  liabilities  of  the  acquiree  to  only  be  included  in  the  not  identifiable  assets 
when  there  is  a present  obligation  with  respect  to  the  contingenl  liability. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  July  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial  statements 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's  operations 
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2.12  IAS  12  (AC  102)  Income  Taxes  - consequential  amendments  due  to  IAS  27  (AC 
132)  (Amended)  Consolidated  and  Separate  Financial  Statements 


The  amendment  is  as  a result  of  amendments  to  IAS  27  {AC  132)  Consolidate  and  Separate 
Financial  Statements.  The  amendment  refers  to  situations  where  a subsidiary,  on  acquisition 
date,  did  not  recognise  a deferred  tax  asset  in  relation  to  deductible  temporary  differences, 
because,  for  example,  there  may  not  have  been  sufficient  future  taxab  e profits  against  which  to 
utilise  the  deductible  temporary  differences.  If  the  deferred  tax  asset  subsequently  becomes 
recognisable,  the  amendment  now  requires  that  the  deferred  tax  asset  should  be  recognised 
against  goodwill  (and  profit  or  loss  to  the  extent  that  it  exceeds  goodwill),  only  if  it  results  from 
information  in  the  measurement  period  about  circumstances  that  existed  at  acquisition  date.  No 
adjustment  may  be  made  to  goodwill  for  information  outside  of  the  measurement  period. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  July  2009. 

The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  tc  the  municipality’s 
operations 

2.13  May  2008  Annual  Improvements  to  IFRS's:  Amendments  lo  IFRS  5 (AC  142)  Non- 
current  Assets  Held  for  Sale  and  Discontinued  Operations 

The  amendment  clarifies  that  assets  and  liabilities  of  a subsidiary  should  be  classified  as  held 
for  sale  if  the  parent  is  committed  to  a plan  involving  loss  of  control  of  tie  subsidiary,  regardless 
of  whether  the  entity  will  retain  a non-controlling  interest  after  the  sale. 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  July  2009 
The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  201 0 annual  financial 
statements,  in  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations 

2.14  IAS  39  (AC  133)  Financial  Instruments:  Recognition  and  Measurement  - 
Amendments  for  eligible  hedged  items 

The  amendment  provides  clarification  on  two  hedge  accounting  issues: 
o Inflation  in  a financial  hedged  item  and 
o A one  sided  risk  in  a hedged  item 

The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  July  2009 
The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipalitv’s 
operations. 

2.1  S Amendment  to  IAS  39  (AC  133)  and  IFRS  7 (AC  144):  Reclassification  of  Financial 
Assets 


The  amendment  permits  an  entity  to  reclassify  certain  financial  assets  out  of  the  fair  value 
through  profit  or  loss  category  if  certain  stringent  conditions  are  met.  It  also  permits  an  entity  to 
transfer  from  the  available  for  sale  category  to  loans  and  receivables  urder  certain 
circumstances.  Additional  disclosures  are  required  in  the  event  of  any  of  these  reclassifications 
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The  effective  date  of  the  amendment  is  for  years  beginning  on  or  after  01  July  2009. 

The  municipality  has  adopted  the  amendment  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  current  financial  st  atements. 

2.16  GRAP  4:  The  Effects  of  Changes  in  Foreign  Exchange  Ra  tes 

The  initial  application  of  GRAP  4 will  have  no  impact  on  the  annual  fin£incial  statements 
The  following  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  requires  retrospective  application  on  the  initial  adoption  of  the  Standard  except  for 
the  acquisition  of  foreign  operations. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  munidpalities  requires 
retrospective  application  of  the  Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009 
The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations. 

2.17  GRAP  S:  Borrowing  Costs 

This  Standard  allows  entities,  in  the  exceptionally  rare  cases,  to  expense  borrowing  costs  that 
are  directly  attributable  to  the  acquisition,  construction  or  production  of  a qualifying  asset  This 
applies  when  it  is  inappropriate  to  capitalise  borrowing  costs.  It  is  inappropriate  to  capitalise 
borrowing  costs  when,  and  only  when,  there  is  clear  evidence  that  it  is  difficult  to  link  the 
borrowing  requirement  of  an  entity  directly  to  the  nature  of  the  expenditure  to  be  funded  i.e. 
capital  or  current,  In  such  cases,  an  entity  shall  expense  those  borrowing  costs  related  to  a 
qualifying  asset  directly  to  the  statement  of  financial  performance.  The  foKowing  Directives  also 
need  to  be  considered: 


Directive  2 ^ Transitional  provisions  for  public  entities,  municipal  entitiesi  and  constitutional 
institutions  requires  that  the  Standard  will  only  apply  to  borrowing  costs  incurred  on  qualifying 

assets  where  the  commencement  date  for  capitalisation  is  on  or  after  tfie  effective  date  of  the 
Standard 

Directive  3 - Transitionai  provisions  for  high  capacity  municipaiilies  reqLiires  that  the  Standard 
will  only  apply  to  borrowing  costs  incurred  on  qualifying  assets  where  tfie  commencement  date 
for  capitalisation  is  on  or  after  the  effective  date  of  the  Standard 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires  only 
prospective  application  of  the  Standard  and  only  will  apply  to  borrowing  costs  incurred  on 
qualifying  assets  where  the  commencement  date  for  capitalisation  is  on  or  after  the  effective 
date  of  the  Standard 


The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  ^ipril  2009  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial  statements 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipsility’s  operations 

2.18  GRAP  6:  Consolidated  and  Separate  Financial  Statements 
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GRAP  6 includes  specific  guidance  on  whether  control  exists  and  on  power  conditions  to 
determine  whether  control  exits  in  a public  sector  context  - public  sector  entities  need  to 
consider  impact  of  this  guidance  to  determine  whether  an  investment  should  be  accounted  for  in 
accordance  with  GRAP  6.  GRAP  6 includes  specific  guidance  and  explanatory  material  on  the 
accounting  of  special  purpose  entities  adopted  from  SIC  12  - SA  specific  public  sector 
amendment  Public  sector  entities  need  to  consider  impact  of  this  guidance  to  determine 
whether  an  investment  should  be  accounted  for  in  accordance  with  GfXAP  6.  The  initial 
application  of  GRAP  6 will  have  no  impact  on  the  annual  financial  statements.  The  following 
Directives  also  need  to  be  considered; 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  for  separate  annual  financial  statements.  For  consolidated  annual 
financial  statements  the  result  of  initially  adopting  the  Standard  shall  be  recognised  in  the 
economic  entity  as  an  adjustment  to  the  opening  balance  of  accumulal  ed  surplus  or  deficit  and 
comparative  information  need  not  be  restated  for  the  economic  entity. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard  for  separate  annual  financial  statements.  For 
consolidated  annual  financial  statements  the  result  of  initially  adopting  the  Standard  shall  be 
recognised  in  the  economic  entity  as  an  adjustment  to  the  opening  balance  of  accumulated 
surplus  or  deficit  and  comparative  information  need  not  be  restated  for  the  economic  entity. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009 
The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 G annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  tc  the  municipality’s 
operations. 

2.19  GRAP  7:  Investments  in  Associates 

An  associate  is  an  entity  in  which  the  investor  has  significant  influence  and  which  is  neither  a 
controlled  entity  nor  a joint  venture  of  the  investor.  Significant  influence  is  the  power  to 
participate  in  the  financial  and  operating  policy  decisions  of  the  investee,  but  is  not  control  over 
those  policies.  The  investor  must  exercise  judgement  in  the  context  of  all  available  information 
to  determine  if  it  has  significant  influence  over  an  investee.  An  investor  accounts  for  investments 
in  associates  in  the  consolidated  annual  financial  statements  using  the  equity  method.  The  initial 
application  of  GRAP  7 will  have  no  impact  on  the  annual  financial  statements.  The  foUowinq 
Directives  also  need  to  be  considered: 


Directive  2 ^ Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  for  separate  annual  financial  statements.  Any  adjustments  required 
to  annual  financial  statements  as  a result  of  initially  applying  the  equity  method  shall  be 
recognised  as  an  adjustment  to  the  opening  balance  of  accumulated  surplus  or  deficit  of  the 
period  in  which  the  Standard  Is  adopted.  Comparative  information  neec  not  be  restated  in  these 
annual  financial  statements. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard  for  separate  annual  financial  statements.  Any 
adjustments  required  to  annual  financial  statements  as  a result  of 
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initially  applying  the  equity  method  shall  be  recognised  as  an  adjustme  nt  to  the  opening  balance 
of  accumulated  surplus  or  deficit  of  the  period  in  which  the  Standard  is  adopted  Comparative 
information  need  not  be  restated  in  these  annual 
financial  statements. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  tc:  the  municipality’s 
operations. 

2.20  GRAP  8:  Interests  in  Joint  Ventures 

GRAP  8 uses  a different  definition  for  joint  venture  and  joint  control  - contractual  arrangement 
has  been  replaced  by  binding  arrangement  (public  sector  amendment)  - public  entities  need  to 
review  current  arrangements  to  determine  whether  they  fall  within  the  scope  of  GRAP  8 as  a 
result  of  the  public  sector  amendment.  Applying  the  definition  of  joint  control  as  defined  in  this 
Standard  may  result  in  the  identification  of  other  entities  that  are  also  jointly  controlled  ventures 
in  addition  to  those  identified  by  complying  with  applicable  legislation.  GRAP  a incorporates 
guidance  adopted  from  SIC13  on  Non-monetary  Contributions  by  ventures  issued  by  the  lASB 
i.e.  provisions  for  accounting  for  non-monetary  contributions  to  a jointly  controlled  entity  in 
exchange  for  an  equity  interest  in  the  jointly  controlled  entity  that  is  accounted  for  using  either 
the  equity  method  or  proportionate  consolidation,  (Par.57-62).  The  following  Directives  also 
need  to  be  considered: 


Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  requires  retrospective  application  of  the  Standard 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  for  separate  annual  financial  statements.  Any  adjustments  required 
to  annual  financial  statements  as  a result  of  initially 

applying  the  equity  or  proportionate  consolidation  method  shall  be  recognised  as  an  adjustment 
to  the  opening  balance  of  accumulated  surplus  or  deficit  of  the  period  in  which  the  Standard  is 
adopted  Comparative  information  need  not  be  restated  in  these  annual  financial  statements 
Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard  for  separate  annual  financial  statements,  Any 
adjustments  required  to  annual  financial  statements  as  a result  of  initially  applying  the  equity  or 
proportionate  consolidation  method  shall  be  recognised  as  an  adjustme  nt  to  the  opening  balance 
of  accumulated  surplus  or  deficit  of  the  period  in  which  the  Standard  is  adopted  Comparative 
information  need  not  be  restated  in  these  annual  financial  statements. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial 
statements.  In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's 
operations. 

2.21  GRAP  9:  Revenue  from  Exchange  Transactions 

The  definition  of  revenue  in  terms  of  GRAP  9 incorporates  the  concept  of  service  potential. 
Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  when  those  inflows  result 
in  an  increase  m net  assets,  other  than  increases  relating  to  contributions  from  owners  Entities 
may  derive  revenue  from  exchange  or  non-exchange  transactions 
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An  exchange  transaction  is  one  in  which  the  entity  receives  resources  or  has  liabilities 
extinguished,  and  directly  gives  approximately  equal  value  to  the  other  party  in  exchange,  Non- 
exchange revenue  transaction  is  a transaction  where  an  entity  receives  value  from  another 
entity  without  directly  giving  approximately  equal  value  in  exchange. 

An  entity  recognises  revenue  when  it  is  probable  that  econonnic  benefits  or  service  potential 
will  flow  to  the  entity,  and  the  entity  can  measure  the  benefits  reliably. 

GRAP  9 clarifies  that  this  Standard  only  applies  to  revenue  from  exchange  transactions 
Other  than  terminology  difference,  there  is  no  effect  on  initial  adoption  of  Standard  on  GRAP  9. 
The  following  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard, 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009 
The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  relevant  accounting  policy  on  revenue  is  in  line  with  this  interpretation. 

2.22  GRAP  10:  Financial  Reporting  In  Hyperinflationary  Econoimies 


GRAP  10  includes  additional  guidance  as  adopted  from  Financial  Reporting  in  Hyperinflationary 
Economies  (IFRIC  7)  on  Applying  the  Restatement  Approach. 

The  initial  application  of  GRAP  4 will  have  no  impact  on  the  annual  financial  statements. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  sifter  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial  statements 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's  operations. 

2.23  GRAP  11:  Construction  Contracts 

The  definition  for  "construction  contract”  was  expanded  by  including  a binding  arrangement  that 
do  not  take  the  form  of  a legal  contract  within  the  scope  of  the  Standard. 

Definition  for  "cost  plus  or  cost  based  contract”  has  been  expanded  to  i nclude  commercially- 
based  contract 

The  scope  has  been  expanded  to  include  cost  based  and  non-commercial  contracts. 

Public  entities  need  to  review  contracts  to  determine  whether  they  fall  v/ithin  the  scope  of  the 
Standard  based  on  the  above  changes. 

GRAP  1 1 incorporates  the  concept  of  service  potential  in  the  condition  to  determine  whether  the 
outcome  of  a construction  contract  can  be  estimated  reliably.  The  requirement  to  recognise  an 
expected  deficit  on  a contract  immediately  when  it  becomes  probable  ttiat  contract  costs  will 
exceed  total  contract  revenue  applies  only  to  contracts  in  which  it  is  intended  at  the  inception  of 
the  contract  that  contract  costs  are  to  be  fully  recovered  from  the  parties  to  that  contract 
(par.47). 

Other  than  the  above  requirements,  there  is  no  other  effect  on  initial  adoption  of  GRAP  11 
The  following  Directives  also  need  to  be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard, 
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Directive  3 - Transitional  provisions  for  high  capacity  municipalitii^s  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospect  application  of  the  Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  current  financial  statements 

2.24  GRAP  12;  Inventories 

GRAP  12  includes  the  definition  of  current  replacement  costs  as  the  cost  the  entity  would  incur 
to  acquire  the  asset  on  the  reporting  date.  GRAP  12  also  includes  the  principal  of  service 
potential  associated  with  the  item  that  will  flow  to  the  entity  as  part  of  rtjcognition  criteria  for 
inventories  as  well  as  the  concept  of  goods  purchased  or  produced  for  distribution  at  no  charge 
or  for  a nominal  consideration,  which  is  specific  to  the  public  sector 

Initial  measurement  is  required  at  cost  (an  exchange  transaction)  and  where  inventories  are 
acquired  at  no  cost  or  nominal  consideration  (non-exchange  transaction),  their  cost  shall  be 
their  fair  value  at  acquisition  date.  Subsequent  measurement  shall  be  at  lower  of  cost  and  net 
realisable  value  except  if  inventories  are  held  for: 

o distribution  at  no  charge  or  for  a nominal  charge,  or 

o consumption  in  the  production  process  of  goods  to  be  distributed  at  no  charge  or  for  a 
nominal  charge. 


If  the  above  applies  then  subsequent  measurement  shall  be  at  the  lower  of  cost  or  current 
replacement  cost.  The  retail  method  of  measurement  of  cost  is  excluded  from  GRAP  12 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entitiesi  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard, 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  However,  entities  are  not  required  to  measure 
inventories  in  accordance  with  the  requirements  of  the  Standard 

for  reporting  periods  beginning  on  or  after  a date  within  three  years  following  the  date  of  initial 
adoption  of  the  Standard. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  >\pril  2009 
The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements  The  interpretation  has  no  impact  on  the  accounting  policies  already  adopted,. 

2.25  GRAP  13:  Leases 


GRAP  13  incorporates  additional  guidance  on  the  concept  of  substance!  and  legal  form  of  a 
transaction,  to  illustrate  the  difference  between  lease  and  other  contrad  s and  on  operating 
lease  incentives. 

In  certain  circumstances,  legislation  may  prohibit  the  entering  into  certai  n types  of  lease 
agreements.  If  the  entity  has  contravened  these  legislative  requirements,  the  entity  is  still 
required  to  apply  the  requirements  of  GRAP  13.  Other  than  the  abovementioned  requirements, 
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there  is  no  other  impact  on  the  initial  adoption  of  GRAP13.  The  following  Directives  also  need  to 
be  considered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  the  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard. 

Where  items  have  not  been  recognised  as  a result  of  transitional  provisions  under  the  Standard 
of  GRAP  on  Property,  Plant  and  Equipment,  the  recognition  requirements  of  the  Standard  would 
not  apply  to  such  items  until  the  transitional  provision  in  that  Standard  expires. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  Where  items  have  not  been  recognised  as  a result  of 
transitional  provisions  under  the  Standard  of  GRAP  on  Property,  Plant  and  Equipment  or  the 
Standard  of  GRAP  on  Agriculture,  the  recognition  requirements  of  the  Standard  would  not  apply 
to  such  items  until  the  transitional  provision  in  that  Standard  expires. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 

statements.  The  interpretation  has  no  impact  on  the  accounting  policies  adopted 

2.26  GRAP  14:  Events  after  the  reporting  date 

An  event,  which  could  be  favourable  or  unfavourable,  that  occurs  between  the  reporting  date 
and  the  date  the  annual  financial  statements  are  authorised  for  issue.  GRAP  14  requires  the 
data  of  authorisation  for  issue  is  the  date  on  which  the  annual  financial  statements  have 
received  approval  from  management  to  be  issued  to  the  executive  authority  or  municipal 
council. 

Two  types  of  events  can  be  identified: 

0 those  that  provide  evidence  of  conditions  that  existed  at  the  reporting  date  adjusting 
events  after  the  reporting  date);  and 

o those  that  are  indicative  of  conditions  that  arose  after  the  reporting  date  (non-adjusting 
events  after  the  reporting  date). 

o 

An  entity  shall  adjust  the  amounts  recognised  in  its  annual  financial  statements  to  reflect 
adjusting  events  after  the  reporting  date. 

An  entity  shall  not  adjust  the  amounts  recognised  in  its  annual  financial  statements  to  reflect 
non-adjusting  events  after  the  reporting  date. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  It  is  unlikely  that  the  interpretation  will  have  an  impact  on  the  current  financial 
statements. 

2.27  GRAP  16:  Inveetment  Property 

Investment  property  includes  property  held  to  earn  rentals  and/or  for  capital  appreciation,  rather 
than  held  to  meet  service  delivery  objectives,  the  production  or  supply  of  goods  or  services,  or 
the  sale  of  an  asset  in  the  ordinary  course  of  an  entity’s  operations  GflAP  16  states  that  the 
use  of  property  to  provide  housing  as  a social  service  does  not  qualify  as  investment  property 
even  though  rentals  are  earned. 
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At  initial  recognition,  investment  property  is  measured  at  cost  including  transaction  costs 
However,  where  an  entity  acquires  investment  property  through  a non-exchange  transaction 
(i.e  where  it  acquired  the  investment  property  for  no  or  a nominal  value),  its  cost  is  its  fair  value 

as  at  the  date  of  acquisition,  The  cost  of  self-constructed  investment  property  is  the  cost  at  date 
of  completion. 


After  Initial  recognition,  entities  can  carry  investment  property  at  either  the  fair  value  (fair  value 
model)  or  cost  less  accumulated  depreciation  and  accumulated  impairment  (cost  model). 

An  entity  is  required  to  disclose  the  fair  value  of  investment  property  if  the  cost  model  is  used 
When  an  entity  carries  investment  properties  at  fair  value,  the  fair  value  needs  to  be  determined 
at  every  reporting  date.  Gams  or  losses  arising  from  changes  in  fair  value  are  included  in 

surplus  or  deficit  for  the  period  in  which  they  arise.  The  following  Directives  also  need  to  be 
considered: 


Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard.  t''=viiy= 


Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  However,  entitles  are  not  required  to  measure 
investment  properties  in  accordance  with  the  requirements  of  the  Standard  for  reportino  periods 
begiiinmg  on  or  after  a date  within  three  years  following  the  date  of  initiial  adoption  of  the 
btandsrd. 


The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  201 0 annual  financial  statements 
In  the  current  financial  year,  the  standard  is  not  relevant  to  the  municipality's  operations. 

2.28  GRAP  17:  Property,  Plant  and  Equipment 

GRAP  17  does  not  require  or  prohibit  the  recognition  of  heritage  assets  but  if  an  entity 
recognises  heritage  ass^s  the  entity  needs  to  comply  with  GRAP  17  disclosure  requirements. 
Additional  commentary  has  been  included  in  to  clarify  the  applicability  of  infrastructure  assets  to 
' f GRAP17  Where  an  entity  acquires  an  asset  through  a non-exchange 

transaction,  i.e.  for  a nominal  or  no  consideration,  its  cost  is  its  fair  value  as  at  the  date  of 

-nnl'™' temporarily  idle,  fully  deprec  ated  property,  plant  and 
roio  17  equipment  that  are  retired  from  active  use  is  required  in 

Gl^P  17  whereas  IAS  16  only  encourages  this  disclosure.  The  following  Directives  also  need 

10  Dy  COnSluGr^O” 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 

‘fiat  applied  ‘he  transitional  provisions  in  the 
Standard  of  GAMAP  on  Property,  Plant  and  Equipment  may  continue  to  take  advantage  of 
tho$e  transitional  provisions  until  they  expire. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard,  However,  entities  that  applied  the  transitional 
Revisions  in  the  Standard  of  GAMAP  on  Property,  Plant  and  Equipment  may  continue  to  take 
advantage  of  those  transitional  provisions  until  they  expire.  Entities  are  silso  not  required  to 
measure  classes  of  Property,  Plant  and  Equipment  in  accordance  with  the  requirements  of  the 
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Standard  for  reporting  periods  beginning  on  or  after  a date  within  three  years  following  the  date 
of  initial  adoption  of  the  Standard  , 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial  statements. 
The  relevant  policy  on  property,  plant  and  equipment  is  in  line  with  this  standard. 

2.29  GRAP  18:  Segment  Reporting 

Segments  are  identified  by  the  way  in  which  information  is  reported  to  management,  both  for 
purposes  of  assessing  performance  and  making  decisions  about  how  future  resources  will  be 
allocated  to  the  various  activities  undertaken  by  the  entity.  The  major  classifications  of  activities 
identified  in  budget  documentation  will  usually  reflect  the  segments  for  which  an  entity  reports 
information  to  management.  Segment  information  is  either  presented  based  on  service  or 
geographical  segments.  Service  segments  relate  to  a distinguishable  component  of  an  entity 
that  provides  specific  outputs  or  achieves  particular  operating  objectiv^is  that  are  in  line  with  the 
entity’s  overall  mission,,  Geographical  segments  relate  to  specific  outputs  generated,  or 
particular  objectives  achieved,  by  an  entity  within  a particular  region. 

This  Standard  has  been  approved  by  the  Board  but  its  effective  date  has  not  yet  been 
determined  by  the  Minister  of  Finance.  The  effective  date  indicated  is  a provisional  date  and 
could  change  depending  on  the  decision  of  the  Minister  of  Finance. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions,  states  that  no  comparative  segment  information  need  to  be  presented  on  initial 
adoption  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  stales  that  no  comparative 
segment  information  need  to  be  presented  on  initial  adoption  of  the  Stsindard.  Where  items 
have  no  been  recognised  as  a result  of  transitional  provisions  under  the  Standard  of  GRAP  on 
Property,  Plant  and  Equipment,  recognition  requirements  of  this  Standard  would  not  apply  to 
such  items  until  the  transitional  provision  in  that  Standard  expires. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  states  that  no 
comparative  segment  information  need  to  be  presented  on  initial  adoption  of  the  Standard 
Where  items  have  net  been  recognised  as  a result  of 

transitional  provisions  un  the  Standard  of  GRAP  on  Property,  Plant  and  Equipment  and  the 
Standard  of  GRAP  on  Agriculture,  the  recognition  requirements  of  the  Standard  would  not  apply 
to  such  items  until  the  transitional  provision  in  that  standard  expires. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  201 1 . 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  2012  annual  financial 
statements.  It  is  unlikely  that  the  standard  will  have  a material  impact  on  the  municipality's 
annual  financial  statements. 

2.30  GRAP  19;  Provisions,  Contingent  Liabilities  and  Contingent  Asaets 

GRAP  19  exclude  from  its  scope  those  provisions  and  contingent  liabilities  arising  from  social 
benefits  for  which  it  does  not  receive  consideration  that  is  approximately  equal  to  the  value  of 
goods  and  services  provided  directly  in  return  from  the  recipients  of  these  benefits  For  the 
purpose  of  GRAP  19,  social  benefits  refers  to  goods,  services  and  other  benefits  provided  in  the 
pursuit  of  the  social  policy  objective  of  a government.  This  Standard  includes  guidance  on  the 
accounting  of  these  social  benefits.  Outflow  of  resources  embodying  service  potential  also 
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needs  to  be  considered  in  when  assessing  if  a present  obligation  that  arises  from  past  events 
exists  or  not, 

The  Standard  includes  accounting  for  obligations  to  make  additional  contributions  to  a fund 
This  is  similar  to  the  requirements  of  IFRIC5  (AC438).  It  further  includes  the  accounting  for  the 
changes  in  existing  decommissioning,  restoration  and  similar  liabilities  This  Is  similar  to  the 
requirements  of  IFRICI  (AC434). 

GRAP  19  give  specific  guidance  regarding  restructuring  by  way  of  transfers  that  will  take  place 
under  a government  directive  and  will  not  involve  binding  agreements.  An  obligation  exists  only 
when  there  is  a binding  transfer  agreement.  Additional  disclosure  for  each  class  of  provision 
regarding  reductions  in  the  carrying  amounts  of  provisions  that  result  from  payments  or  other 
outflows  of  economic  benefits  or  service  potential  made  during  the  reporting  period  and 
reductions  in  the  carrying  amounts  of  provisions  resulting  from  re-meaisurement  of  the  estimated 
future  outflow  of  economic  benefits  or  service  potential,  or  from  settlement  of  the  provisions 
without  cost  to  the  entity.  If  an  external  valuation  is  use  to  measure  a provision  the  information 
relating  to  the  valuation  can  usefully  be  disclosed. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard  , 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  , 

However,  where  items  have  not  been  recognised  as  a result  of  transitional  provisions  under  the 
Standard  on  Property,  Plant  and  Equipment,  the  recognition  requirements  of  the  Standard  on 
Provisions,  Contingent  Liabilities  and  Contingent  Assets  would  not  apply  to  such  items  until  the 
transitional  provisions  in  that  Standard  expire. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
retrospective  application  of  the  Standard.  However,  where  items  have  lot  been  recognised  as  a 
result  of  transitional  provisions  under  the  Standard  on  Property,  Plant  and  Equipment,  the 
recognition  requirements  of  the  Standard  on  Provisions,  Contingent  Liabilities  and  Contingent 
Assets  would  not  apply  to  such  items  until  the  transitional  provisions  in  that  Standard  expire. 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  0i  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  relevant  policy  on  provisions,  contingent  liabilities  and  contingent  assets  is  line 
with  this  interpretation. 

2.31  GRAP  23:  Revenue  from  Non-exchange  Transactions 

Revenue  from  non-exchange  transactions  arises  when  an  entity  receives  value  from  another 
entity  without  directly  giving  approximately  equal  value  in  exchange  An  asset  acquired  through 
a non-exchange  transaction  shall  initially  be  measured  at  its  fair  value  as  at  the  date  of 
acquisition  This  revenue  will  be  measured  at  the  amount  of  increase  iri  net  assets  recognised 
by  the  entity. 

An  inflow  of  resources  from  a non-exchange  transaction  recognised  as  an  asset  shall  be 
recognised  as  revenue,  except  to  the  extent  that  a liability  is  recognised  for  the  same  inflow.  As 
an  entity  satisfies  a present  obligation  recognised  as  a liability  in  respect  of  an  inflow  of 
resources  from  a non-exchange  transaction  recognised  as  an  asset,  it  will  reduce  the  carrying 
amount  of  the  liability  recognised  as  recognise  an  amount  equal  to  that  reduction 
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This  Standard  has  been  approved  by  the  Board  but  its  effective  date  has  not  yet  been 
determined  by  the  Minister  of  Finance.  The  effective  date  indicated  is  a provisional  date  and 
could  change  depending  on  the  decision  of  the  Minister  of  Finance 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  201 0. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  201 1 annual  financial 
statements,  It  is  unlikely  that  the  standard  will  have  a material  impact  on  the  municipality's 
annual  financial  statements 

2.32  QRAP  24:  Presentation  of  Budget  Information  in  the  Financial  Statements 

Subject  to  the  requirements  of  paragraph  . 1 9,  an  entity  shall  present  a comparison  of  the  budget 
amounts  for  which  it  is  held  publicly  accountable  and  actual  amounts  either  as  a separate 
additional  financial  statement  or  as  additional  budget  columns  in  the  financial  statements 
currently  presented  in  accordance  with  Standards  of  GRAP  The  comparison  of  budget  and 
actual  amounts  shall  present  separately  for  each  level  of  legislative  oversight: 
o the  approved  and  final  budget  amounts; 
o the  actual  amounts  on  a comparable  basis;  and 

0 by  way  of  note  disclosure,  an  explanation  of  material  differences  between  the  budget  for 
which  the  entity  is  held  publicly  accountable  and  actual  amounts,  unless  such 
explanation  is  included  in  other  public  documents  issued  in  conjunction  with  the  financial 
statements,  and  a cross  reference  to  those  documents  is  made  in  the  notes. 

Where  an  entity  prepares  its  budget  and  annual  financial  statements  on  a comparable  basis,  it 
includes  the  comparison  as  an  additional  column  in  the  primary  annual  financial  statements. 
Where  the  budget  and  annual  financial  statements  are  not  prepared  on  a comparable  basis,  a 
separate  statement  is  prepared  called  the  'Statement  of  Comparison  of  Budget  and  Actual 
Amounts'  This  statement  compares  the  budget  amounts  with  the  amounts  in  the  annual  financial 
statements  adjusted  to  be  comparable  to  the  budget. 

A comparable  basis  means  that  the  budget  and  annual  financial  statements: 

0 are  prepared  using  the  same  basis  of  accounting  i.e.  either  cash  or  accrual: 
o include  the  same  activities  and  entities; 
o use  the  same  classification  system;  and 
o are  prepared  for  the  same  period. 

This  Standard  has  been  approved  by  the  Board  but  its  effective  date  has  not  yet  been 
determined  by  the  Minister  of  Finance.  The  effective  date  indicated  is  a provisional  date  and 
could  change  depending  on  the  decision  of  the  Minister  of  Finance  The  effective  date  of  the 
standard  is  for  years  beginning  on  or  after  01  April  2010.  The  municipal  ty  expects  to  adopt  the 
standard  for  the  first  time  in  the  201 1 annual  financial  statements.  It  is  unlikely  that  the  standard 
Will  have  a material  impact  on  the  municipality's  annual  financial  statements. 


2.33  CRAP  100:  Non-current  Assets  Held  for  Sale  and  Discontinued  Operations 

Gf^P  100  includes  in  its  scope  the  reference  to  non-cash  generating  a:;s©ts.  It  further  includes 
definitions  relevant  to  the  understanding  of  the  Standard  e.g.  “Non-cash-generating  assets"  are 
assets  other  than  cash-generating  assets  and  “value  in  use  of  a non-cash-generating  asset"  is 
the  present  value  of  the  asset's  remaining  service  potential.  GRAP  100  excludes  from  the 
description  of  a discontinued  operation  reference  to  a subsidiary  acquired  exclusively  with  a 
view  to  resale. 
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Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  prospective  application  of  this  Standard, 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  prospective 
application  of  the  Standard 

However,  the  Standard  would  not  apply  to  those  items  that  have  not  been  recognised  as  a 
result  of  the  transitional  provisions  under  the  Standard  of  Property,  Plant  and  Equipment  until 
the  transitional  provision  in  that  Standard  expires. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  municipalities  requires 
prospective  application  of  the  Standard.  However,  the  Standard  would  not  apply  to  those  items 
that  have  not  been  recognised  as  a result  of  the  transitional  provisions  under  the  Standards  of 
GRAP  on  Inventories,  Investment  Property,  Property.  Plant  and  Equipment,  Agriculture  and 
Intangible  Assets  until  the  transitional  provision  in  that  Standard  expires- 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009 
The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  adopted. 


2.34  GRAP  101:  Agriculture 

GRAP  101  excludes  guidance  on  accounting  for  non^exchange  revenue  from  government 
grants  related  to  a biological  asset  as  GRAP  23  on  Revenue  from  Non  -Exchange  Transactions 
will  provide  such  guidance.  Recognition  requirement  includes  the  concept  of  the  probable  flow 
of  service  potential. 

Biological  assets  acquired  at  no  or  for  a nominal  value  shall  be  measured  on  initial  recognition 
and  at  each  reporting  date  at  its  fair  value  less  estimated  point-of-sale  costs 
Additional  disclosure  is  required  of  biological  assets  for  which  the  entity's  use  or  capacity  to  sell 
is  subject  to  restrictions  imposed  by  regulations  that  have  a significant  impact  on  their  total  fair 
value  less  estimated  point-of-sale  costs. 

In  the  reconciliation  of  changes  in  the  carrying  amount  of  biological  assets  between  the 
beginning  and  the  end  of  the  current  period  it  is  also  required  to  disclose  increases  or 
decreases  due  to  transfers.  The  following  Directives  also  need  to  be  ccinsidered: 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard. 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  any  adjustments 
required  to  the  previous  carrying  amounts  of  assets  and  net  assets  shsll  be  recognised  as  an 
adjustment  to  the  opening  balance  of  accumulated  surplus  or  deficit  in  the  period  that  the 
Standard  initially  adopted.  Comparative  information  is  not  required  to  be  restated  on  initial 
adoption  of  this  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  requires  any  adjustments 
required  to  the  previous  carrying  amounts  of  assets  and  net  assets  shall  be  recognised  as  an 
adjustment  to  the  opening  balance  of  accumulated  surplus  or  deficit  in  the  period  that  the 
Standard  is  initially  adopted.  Comparative  information  is  not  required  tc  be  restated.  Entities  are 
not  required  to  recognise  biological  assets  and/or  agricultural  produce  lor  reporting  periods 
beginning  on  or  after  a date  within  three  years  following  the  date  of  initial  adoption  of  this 
Standard. 
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The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009.  The 
municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial  statements. 
The  interpretation  has  no  impact  on  the  accounting  policies  previously  adopted 

2.35  GRAP  102:  Intangible  Assets 

GRAP  102  excludes  guidance  on  accounting  for  intangible  assets  acquired  as  part  of  an  entity 
combination  and  in-process  research  and  development  costs  acquiree  in  an  entity  combination. 
Recognition  requirement  includes  the  concept  of  the  probable  flow  of  service  potential.  GRAP 
102  distinguishes  between  impairment  loss  of  cash  generating  and  non-cash-generating  assets. 
Intangible  assets  acquired  at  no  or  for  a nominal  coat  shall  be  measured  on  acquisition  date  at 
its  fair  value. 

In  GRAP  102  the  identifiability  criterion  in  the  definition  of  an  intangible  asset  has  been 
expanded  to  include  contractual  rights  arising  from  binding  arrangements,  and  to  exclude  rights 
granted  by  statute  Additional  guidance  included  in  GRAP  102  to  explain  that  distinction  should 
be  made  between  assets  associated  with  the  item  of  property,  plant  and  equipment  and  the 
intangible  asset 

Guidance  on  web  site  costs  has  been  included  in  GRAP  102  from  SIC  Interpretation  32 
Intangible  Assets  - Web  Site  Costs.  Guidance  on  intangible  assets  that  may  be  acquired  in 
exchange  for  non-monetary  assets,  where  the  exchange  transaction  Isicks  commercial 
substance  has  not  been  included  in  GRAP  102  as  guidance  to  be  included  in  GRAP  23. 

GRAP  102  does  not  state  “gains  shall  not  be  classified  as  revenue"  as  GRAP  term  “income”  has 
a broader  meaning  than  the  term  “revenue”. 

Directive  2 - Transitional  provisions  for  public  entities,  municipal  entities  and  constitutional 
institutions  requires  retrospective  application  of  this  Standard, 

Directive  3 - Transitional  provisions  for  high  capacity  municipalities  requires  retrospective 
application  of  the  Standard  Where  entities  have,  on  initial  adoption  of  the  Standard, 
accumulated  and  retained  sufficient  information  about  costs  and  the  future  economic  benefits  or 
service  potential  related  to  intangible  assets  that  may  have  been  expensed  previously,  those 
intangible  assets  should  be  recognised  in  accordance  with  the  Standard. 

Directive  4 - Transitional  provisions  for  medium  and  low  capacity  requires  retrospective 
application  of  the  Standard.  Where  entities  have,  on  initial  adoption  of  the  Standard, 
accumulated  and  retained  sufficient  information  about  costs  and  the  future  economic  benefits  or 
service  potential  related  to  intangible  assets  that  may  have  been  expensed  previously,  those 
intangible  assets  should  be  recognised  in  accordance  with  the  Standard,  Entities  are  not 
required  to  measure  intangible  assets  for  reporting  periods  beginning  on  or  after  a date  within 
three  years  following  the  date  of  initial  adoption  of  the  Standard  of  GR>\P  on  Intangible  Assets. 
The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  April  2009. 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  201 C'  annual  financial 
statements  The  interpretation  has  no  impact  on  the  accounting  policies  previously  adopted. 


2.36  GRAP  103:  Heritage  Assets 

An  entity  assesses  the  probability  of  each  transaction  on  an  individual  basis  when  it  occurs. 
Entities  shall  not  assess  the  probability  on  an  overall  level  based  on  the  payment  history  of 
recipients  of  the  service  in  general  when  the  probability  of  revenue  is  assessed  at  initial 
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recognition  , The  full  aniount  of  revenue  will  be  recognised  at  initial  recognition,  Assessing 
impairment  is  an  event  that  takes  place  subsequently  to  initial  recognition  Such  impairment  is 
an  expense.  Revenue  is  not  reduced  by  this  expense. 

The  effective  date  of  the  interpretation  is  for  years  beginning  on  or  after  01  April  2010. 

The  municipality  expects  to  adopt  the  interpretation  for  the  first  time  in  the  201 1 annual  financial 
statements.  The  interpretation  has  no  impact  on  the  municipality’s  ann  jal  financial  statements. 


2.37  IGRAP  1:  Interpretation  of  GRAP:  Applying  the  Probabiliti/r  Test  on  Initial 
Recognition  of  Exchange  Revenue 

The  method  of  measurement  of  value  in  use  of  a non-cash-generating  asset  under  this 
Standard  is  different  to  that  applied  to  a cash  generating  asset.  Asset  should  be  measured  by 
reference  to  the  present  value  of  the  remaining  service  potential  of  the  asset.  Determining  value 
in  use  (present  value  of  remaining  service  potential)  of  a non-cash-generating  asset,  may  be  the 
depreciated  replacement  cost  approach,  restoration  cost  approach  and  service  units  approach. 
This  Standard  does  not  require  entities  to  apply  an  impairment  test  to  property,  plant  and 
equipment  carried  at  revalued  amounts.  This  Standard  does  not  include  a decrease  in  market 
value  significantly  greater  than  would  be  expected  as  a result  of  the  passage  of  time  or  normal 
use  as  a minimum  indication  of  impairment.  This  indication  is  included  as  an  additional  indication 
that  impairment  may  exist  The  interpretation  has  no  impact  on  the  accounting  policies  previously 
adopted. 


The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  ^pril  2010. 

The  municipality  expects  to  adopt  the  standard  for  the  first  time  in  the  201 1 annual  financial 
statements.. 

2.38  IPSAS  21:  Impairment  of  Non  Cash-Generating  Assets 

IPSAS  20  specifically  excludes  any  consideration  provided  to  key  management  personnel  solely 
as  a reimbursement  for  expenditure  incurred  by  those  individuals  for  th-  benefit  of  the  reportinq 
entity.  ® 

The  effective  date  of  the  standard  is  for  years  beginning  on  or  after  01  i\pril  2009, 

The  municipality  has  adopted  the  standard  for  the  first  time  in  the  2010  annual  financial 
statements.  The  interpretation  has  no  impact  on  the  accounting  policies  previously  adopted 
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Property^  plant  and  equipment 

Cost,  accumulated  depreciation  and  carrying  values 
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voluetion  danrAciAtion 

PPE  
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valiiJition 
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Accumulatfld  Carrying 
dopraclatlon yalus 
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Plant  and  machinary 

Furniturs  and  lixturafs 

Motor  vehicles 

OfTIca  eouipmenl 

IT  A^uipm^nt 

Buildings  Curnmunity 

Air  condiiionurs 

Spofi  ond  locreation  fecilitias 

Other  equipment  (non-offica) 
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■33G  042 

2 006  958 

224  240.30 
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14  187  96S 
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- 
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151  C30  894  88 
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4 108 

975  006  fir 

-832  703 

143  204 
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■285  373 
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24  SOO 

13  793  052.28 

-2  423  385 

1 1 369  667 

08  682.46 

-10  094 

87  689 
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- 
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126  440  98? 
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-18  258  760 
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TOTAL  Capital  work  in  progress 
TOTAL  PPE 

3 2 Reconciliation  of  PPE  r.  201 1 
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Purnltur#  and  Fixture^ 

Motor  VAhides 
OffiCA  Equipmenl 
IT  Aquipmenl 
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Ruildings  - Industrial  Si  markets 
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total  PPE 

CAPITAL  WORK  IN  PROGRESS 
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21 2 954  432  .37  980  065 


Opening  Dlfbronce 

balance 


11  /fb  355 
492  806 
227  006 
600  369 
4 ICS 
143  204 
2 057  627 
24  699 
126  440  909 
4 931  2G3 
1 1 309  Bb/ 
fla  as? 
160  267  167 


174  H94  362 


Addfttoni 


rt  671  600 

0 0B4  095 
8S4  376 

1 418  450 
718  232 
729  894 

88  Q20 
12  623  007 

3 423  23/ 
Ifl  [ino 
36  65fl  412 


17fi  S27  728;  -1b  25fl  760 

158  2BS  970 

Other  changes,  DoprACiation 

Depreciation 

Closing 

movemAnta 

adjustments 

balance 

■395  G25 

2 000 

16  254  343 

-437  451 

-I  547  096 

7 102  35/ 

-111  800 

-76  315 

924  257 

-288  723 

-113  230 

1 /15  666 

lOfi  633 

-50  533 

.6.67  973 

276  6/6 

G80  805 

1 278  317 

-50  670 

0 

2 006  950 

-22  974 

3fi  365 

120  940 

16  624  322 

-1 

123  640  533 

10  004 

4 942  247 

-624  937 

14  167  960 

19114 

-49  421 

84  575 

-17  918  896 

-1  112  321 

174  694  362 

15  594  814 

4 942  247 140  3 1 3 

20  S3T  061 . 140  313 


-9  236  710 

■5  236  710 


a 104 
6Q82  560 

11  43S  664 


178  604  228 36  768  726  - 


_-3  238  710  -17  flia  696  -1  112  321  186  333  026 


PPE 

BuHdlngt  - Munidpel  and  dvic 
Plant  and  machinery 
rurniture  and  tixfuius 
Motor  vehideiit 
Office  eqijipmont 
IT  aquipment 
Buildings  - Community 
Air  cfHHlitionors 

finadi  and  related  Infrastructure 
Spnn  find  recreation  facilities 
Other  (fqiitpmenl  (non-office) 

TOTAL  PRfc 

CAPITAL  WORK  IM  PROORtSS 
Road  related  InrrMtructure 
Other  PPE 

TOTAL  CAPITAL  WORK  IN  PROGRCS; 
TOTAL  PPE 


Opening  Oifference  Additions  Other  Changes,  Dapreolatlon  Depr^ 

movcncnts reversal  balance 


10  448  261 

- 

1 591  968 

8 

-It) 

528  000 

26  828 

8 

218  986 

515  991 

16 

483  360 

13  453 

8 337 

113010 

- 

299  614 

2 106  20/ 

_ 

52  009 

- 

. 

- 

. 

123  2l2  104 

1 1 994  G03 

1 

- 

98  682 

25  272  489 

-0 

128  441  148 

- 

22  233 

19 

-3S  200 

-17  810 

-19 

-299  990 

■10  123 

-269  429 

-50  670 

-27  MO 

9 238  710 

-12  366  020 

-624  9S7 

-10994 

9 238  710 

-13  742  Sie 

12  017  996 
492  500 
227  99G 
699  308 
3 06/ 
1‘13  .704 
2 057  627 
24  890 
120  084  804 
I I 369  668 

87  688 

147  209  804 


10  5S4  814 
4 942  247 

^837^61 - 

46  808  630  ~.fl 


140  3 1 3 

140  313 


■ 9 238  710 


-9  238  710 


H 3.86  104 
6 062  S60 

II  438  664 


126  681  461 


-13  742  616 


■ 158  648  468 


3.4  ThA  municipalily  uptad  to  take  advantage  ot  hireotivo  4 issued  by  IhA  Accounting  Standards  Board  in  March  2009  pEiraara  shs  71  to 
allows  £.  period  of  3 years  from  the  ditto  of  initial  adoption  of  GRaP  17  to  comply  In  run  with  the  recognition  requirements  ot  lhal  Slant 


83.  wflith 
that  Standard 


Land  and  buildings  include  administrative  office#  and  municipal  hOusos  located  In  various  secliUns  of  CiyanI  townr-hip  LanJ 
and  buildings  were  voluud  by  MOD  HOPE  Property  Volueis,  rogistered  Independent  valuers  The  last  valuaiiprt  wus  porfornod 
as  part  of  the  general  valuation  of  all  properties  wittiin  tho  municipal  area  for  the  compilation  of  the  valumiori  roll  m term#  c'f 
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the  Municipal  Property  Kale;;  Aot  (Act  nc  6 of  200^).  and  approved  TOr  impio mentation  by  Council  with  ellOot  from  01  July  ?OOfl 


t^orrection  of  errors  - prior  year 


Correct  errors  - assets  prfiulnu&iy  at  R1 
Assfissed  cost 


Accgmulated  depr  adiustments  assets  previously  at  Ri 
Excess  dereoiation  - assessed  assets  previously  at  Ri 


Excess  dereciatlon  - assessed  assets  previously  With  values 
Net  accumulated  depredation  adjustmants 
Net  adjustments  to  accumulated  surplus 


7 636 

aisT 

668 

390 

3 305 

141 

-2  303 

867 

^82 

099 

261 

629 

284 

446. 

241 

050 

253 

656 

i 

186 

8 560 

955 

36 


Commitrnents  at  end  of  year 

The  following  projects  were  m progress  as  at  30  June  201 1 , with  commitment 

outlying  financial  ycai/s 

Projects  at  retention 

Muyexe  Sports  facility 

Giyani  Section  F (Cravel  to  tar) 

Tourism  Information  Centre 
Electrification  of  7 villages 
Electrification  of  villages  Phase2 


amounts  failing  due  and  ftayable  in  the 


Commitments 
332  725 
642  344 
463  3S1 
121  6/4 
814  856 
3 374  890 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Stat^inonts  for  tho  Year  Entfod  30  June  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


4 


2Q11 

Inventories 

Consumable  stores  678  175 

Closing  values  were  determined  through  internal  valuation,  taking  into  account  current  prices  and  the  condition  of  stock 
items 


2010 

4U0  ^>56 


5.1 


Trade  and  other  receivables 

Made  up  of 
Staff  debtors 
Sundry  debtors 
Sundry  debtors  provision 


5 1 

48  464 

559  65b 

52 

3 622  51 1 

195  000 

■195  000 

■195  000 

3 476  97fi 

339  655 

subscription.  A cellphone  contract  with  VODACOM  was  based  on  the  cellphone  allowances  ol  councillors,  but  the  contract 
was  not  implemented  as  agreed  by  the  service  provider  to  ensure  that  limits  are  not  exceeded  The  recovery  of  the  amounts 
still  owing  is  in  progress 


5.2 


6 


7 

7.1 


Sundry  debtors 
Sundry  debtors  comprise 
Debtors  for  auction  sale  (prior  year) 
Gross  sales 
Cash  received 

Debtor  for  fraudulent  bank  transaction 

VAT  receivable 


3 427  511 


4 016  500 

L. 

-see  989 

- 

195  000 

195  000 

3 622  511 

195  000 

VAT  receivable  mainly  comprises  VAT  raised  on  customer  billing  for  services  (i  e accrual  basis)  but  accounted  for  on  cash 
basis  and  this  resulted  in  less  VAl  claimable. 


Output  VAT  on  supplies 
Input  VAT  on  purchases 
VAT  recovorifis 


Consumer  debtors 

Classified  per  service  category 

Rates 

Water 

Sewerage 

Refuse 

House  rental 

Cemetery  charges 

Other  (unclassified) 

Less:  Provision  for  bad  debts 

Rates 

Water 

Sewerage 

Refuse 

House  rental 

Cemeteries 

Other  (unclassified) 


Net  balance 

Rates 

Water 

Sewerage 

Refuse 

Housing  rental 
Cemeteries 
Other  (unclassified) 


-658  160 

1 521  350 

29  548  933 

22  450  870 

-14  112  766 

6 766  094 

14  777  98B 

17  206  227 

15  371  512 

12  317  578 

8 495  585 

6 .^13  ?70 

538  271 

358  22? 

219  321 

127  771 

10  582  045 

10  728  489 

35  206  734 

29  845  330 

-14  238  526 

-11  548  860 

-7  809  423 

-5  614  360 

-191  824 

-88  717 

-10  727  780 

-10  /27  780 

-32  967  553 

-27  979  737 

1 132  987 

763  698 

686  161 

698  920 

538  271 

358  222 

27  497 

39  054 

-145  734 

700 

2 239  181 

1 865  593 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Flninclal  Statomonts  fdr  the  Yaar  End«d  30  Juno  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


7 1 Prior  year  adjustments  to  consumer  debtors 
7.2  Agoing  enalyais  per  service  category 

Rfates 
Current 
31-00  days 
61  - 90  days 
91-120  days 
121  -365  days 
^ 365  days 


Water 

Current 
31-60  days 
61-90  days 
91  - 120  days 
121 ""  365  days 

> 365  days 

Sewerage 

Current 
Si  -00  flays 
61-90  days 
91  120  days 
121  366  days 

> 365  days 

Refuse 

Current 
31-60  days 
61  90  days 
91-120  days 
121  - 365  days 
^ 365  days 

Housing  rental 

Current 
31-60  days 
61  ■ 90  days 
91  - 120  days 
121  - 365  days 
^ 365  days 


Cemetery  charges 


Current 
31-60  days 
61-90  days 
91-120  days 
121  -365  days 

> 365  days 

Unclassified 

> 365  days 


2011 

2010 

333  160 

472  201 

346  526 

400  355 

34  ?S9 

693  41 1 

367  405 

-797  269 

1 922  347 

2 994  121 

12  316  178 

0 554  759 

15  319  905 

12  317  578 

-144  568 

246  712 

-252  139 

395  239 

17  388 

733  779 

-203  217 

40  444 

2 691  531 

3 58S  729 

14  481  968 

9 478  4/5 

16  790  984 

14  4S3  378 

100  147 

66  059 

125  7T5 

74  Ml 

102  474 

175  689 

101  608 

59  545 

915  230 

629  223 

1 672  332 

667  585 

3 024  964 

1 672  682 

103  703 

184  106 

243  386 

186  193 

225  985 

142  ?11 

112  037 

184410 

1 497  203 

1 737  546 

6 312  220 

3 876  814 

8 494  536 

8 313  280 

13  739 

16  598 

17  872 

17  520 

10  750 

15  196 

1 1 490 

14  0R8 

120  198 

61  209 

358  222 

233  601 

538  271 

388  222 

8 007 

7 460 

8 401 

8 756 

6 063 

11  428 

5 024 

11  410 

64  055 

88  715 

127  769 

- 

219  319 

127  76F 

44  219  614 

44  271  084 

44  219  614 

44  271  084 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Stataments  for  tho  Ended  30  June  zoii 

MOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


7 4 Reconciliation  of  bad  debt  provision 

Balance  at  beginning  of  year 
Current  year  contributions  to  provision 
Balance  at  end  of  year 

B Cash  and  cash  equivalents 

Made  up  of 
Cash  on  hand 

CeshbooK  balance  - primary 
CashbooK  balance  - secondary 
Fixed  deposit 
Call  investment  deposits 


Current  assets 
Current  liabilities 

The  municipality  operates  the  following  bank  accounts  with  First  National  Bank  and  ABSA 


3011 2^ 


2/979  737  20  961  S9l 

4 967  615  7Q17  846 

32  967  SS3  27  979  737 


39  333 

2 476  865 

3 530  315 

19  443  855 

25  490  367 

25  490  367 


25  490  367 


394  142 
196  978 

2 270  646 

2 861  766 

2 861  766 

2 8617^ 


Bank  statement  balances 

Cashbook  balances 

30-Jun-11 

SO-Jun-IO 

30-Jun-09 

30-Jun-11 

30-Jun-10 

30-Jun-09 

Current  account 

trNB) 

ISB  400 

520  420 

-■*  3T0  430 

6^  0 Sw 

SP-4  143 

-4  5tD  ^zn 

Current  account 
#62030539764  (FNS) 

2 566  972 

214  782 

369  658 

2 530  315 

190  978 

324  961 

Current  account 
#4077078193  (ABSA) 

3 016  947 

1 966  9U0 

Current  account 
#4077078486  (ABSA) 

999  649 

1 OC'O  000 

Call  deposit  account 
#62120531696  (FNB) 

238  258 

238  256 

574  856 

17  2S9  269 

238  268 

574  856 

Call  deposit  account 
#62120531985  (FNB) 

2 032  387 

2 032  367 

191  638 

2 164  565 

2 Q32  387 

191  638 

9 034  678 

2 611  903 

-3  234  274 

25  451  034 

2 861  765 

-3  27fi  971 

6 1 Bank  overdraft 

The  municipality  has  no  overdraft  facility. 


6 2 Fixed  deposit 

The  fixed  deposit  is  encumbered  with  a guarantee  amount  of  R1 44,000  pledged  as  a deposit  on  the  electricity 
account  with  ESKOM 


9 Accumulated  surplus 

Balance  at  beginning  of  year 

Prior  year  adjuslmfints  to  accumulated  surplus 

Correction  of  errors  - prior  year  - 

Expenses  movement  previously  excluded 
Surplus  (deficit)  for  the  year 
Property,  plant  S.  equipment  first  recognised 
Balance  at  end  of  year 

ID  Government  grant  reserve 

1 1 Unspent  conditional  grants 

1 1 1 National  Electrification  Grant  (INEG) 

Unspent  balance  gt  end  of  year 


171  646  351 


15  777  670 


187  624  021 


42  620  679 


10  450  637 
13  643  038 
104  931  798 

17“l  846  351 


30/  463  700  752 
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greater  giyani  municipality 

Annual  Financial  Statomonts  for  the  Year  Ended  30  June  2011 
NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


See  reconciliation,  as  per  note  16,/ 


2011  2010 


1 2 Payables  and  provisions 


Trade  payables 

7 080  106 

7 362  223 

Payroll  creditors 

1 480  812 

-600 

Accrued  leave 

2 009  665 

2 931  393 

Accrued  bonus 

1 373  656.31 

1 3?3  656 

Unspecified  direct  depoits 

713  196 

3H5  312 

Sundry 

12.3 

- 

538  989 

Inter-munioipel  account  (MDM) 

12.1 

8 200  226 

6 390  93G 

Agency  creditors  (MDM) 

20  867  661 

19  031  910 

Creditors  are  recognised  at  cost 


IS  1 


Inter-Municipal  account  (MDM) 

The  water  services  function  is  nngtenced  on  the  account  of  MDM  which  is  the  water  services  authority 
Revenue  earned,  net  of  agency  fees,  and  tranfors  received  are  credited  to  the  inter-municipal  control 
account,  while  all  expenses  incurred  are  charged  to  the  same  control  account 
The  net  effect  of  all  the  balances  arrising  from  water  services  related  transactions  is  a credit  cimount  of 

a 200  226  6 390  936 

-31  930  781  -31  930  781 

-83  746  551  -74  359  450 

-3  130  309  -1  378  63b 

-i  a Aoa  aaa  . r a aqa  qaa 

24  356  480  22  174  811 

4 458  734  2 980  941 

36  152  836  36  152  836 

874  009  874  009 

18  800  769  14  483  378 

33  542  605  33  542  605 

3 025  314  1 672  682 

-8  200  226  -8  390  936 


The  balance  as  at  30  June  201 1 consists  of; 
Fiscal  transfers  ex  MDM 
Gross  revenue  - Water 
Gross  revenue  - Sewerage 

OuiAnt  VAT  « YWatar  Mrid  d_w^ri«D^ 

Overheads  - Water 
Overheads  - Sewerage 
Agency  income  - Water 
Agency  income  - Sewerage 
Water  Debtors  ex  GGM  (aged) 

Water  Debtors  ex  GGM  (not  aged) 
Sewerage  Debtors  ex  GGM  (aged) 


1 3 Revenue 
Made  up  of 
Property  rates 
Service  charges 

Rental  of  facilities  and  equipment 
Income  from  agency  services 
Fines 

Licences  and  permits 
Government  grants  and  subsidies 
Other  grants 

13  1 Amounts  included  in  revenue  arising  from  the  exchange  of  goods 

and  services  are  as  follows: 

Service  charges 

Rental  of  facilities  and  equipment 
Income  from  agency  services 
Licences  and  pernnits 

13.2  Amounts  Includ0d  in  revenue  arising  from  non-exchange  transactions 
are  as  follows: 

Property  rates 
Fines 

Government  grants  and  subsidies 
Other  grants 

14  Property  rates 

Made  up  of 
Property  rates  billed 


12  918  865 
3 877  741 
442  135 
971  918 
102  669 
3 734  985 
124  307  073 

J46  386  38S 


3 877  741 
442  135 
971  918 
3 734  985 

9 026  779 


12  916  865 
102  669 
124  307  073 

137  328  606 


12  918S65 


13  254  631 
3711  161 
446  803 
8 036  411 
184  740 
2 836  130 
109  560  811 
2 448  858 
140  479  563 


3 711  181 
446  803 
8 036  411 
2 836  13Q 

IS  030  S25 


13  254  631 
1S4  740 
109  680  811 
2 448  856 

125  449  038 


13  254  631 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  Juno  2Qii 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


15 


16 


16.1 


10  z 


16  3 


164 


16  5 


166 


16.7 


2011 

2010 

Service  charges 

Made  up  of 

Sale  of  water 

Solid  waste 

3 877  831 

3 n 1 161 

Sewerage  and  sanitation  charges 

- 

3 877  831 

3 711  181 

Government  grants  and  subsidies 

Made  up  ot: 

Equitable  share 

100  046  650 

01  428  902 

Finance  Management  Grant  (FMG) 

1 000  000 

750  non 

Infrastructure  Grant  (MIG) 

12  893  925 

20  011  000 

Systems  Improvement  Grant  (MSiG) 

750  000 

735  000 

Transfers  from  District  Municipality  (MDM) 

. 

Sundry  grants 

. 

LGSETA 

181  440 

166  571 

LEDET  (LED) 

_ 

National  Electrification  Grant  (IN EG) 

9 434  912 

6 449  248 

124  308  927 

109  560  811 

Equitable  share 

In  terms  of  the  cosntitution,  this  grant  is  used  to  subsidise  the  provision  of  basic  services  to  ndigent 
community  members  All  registered  indigents  received  a subsidy  of  R5, 256, 683  (2010;  6,066,956) 
which  is  funded  from  the  grant. 

i^inanea  MahAgeMAht  Qrant  tr-maj 

Balance  at  beginning  of  year 

Current  year  receipts 

1 000  000 

750  000 

Conditions  met  - transferred  to  revenue 

-1  000  000 

-750  000 

Unspent  at  end  of  year 

- 

Municipal  Infrastructure  Grant  (MIG) 

Balance  at  beginning  of  year 

Current  year  receipts 

12  893  925 

20  011  000 

Conditions  met  - transferred  to  revenue 

-12  823  887 

-20  01 1 000 

Unspent  at  end  of  year 

70  038 

Municipal  Systems  Improvement  Grant  (MSlQ) 

Balance  at  beginning  of  year 

. 

Current  year  receipts 

750  000 

735  000 

Conditions  met  - transferred  to  revenue 

-750  000 

“735  000 

Unspent  at  end  of  year  ^ 

- 

LEDET 

Balance  at  beginning  of  year 

Current  year  receipts 

Conditions  met  - transferred  to  revenue 

- 

_ 

Unspent  at  end  of  year 

- 

- 

Development  Bank  of  3A 

Balance  at  beginning  of  year 

Current  year  receipts 

960  000 

Conditions  met  - transferred  to  revenue 

_ 

-960  000 

Unspent  at  end  of  year 

- 

- 

National  Electrification  Grant  (INEG) 

Balance  at  beginning  of  year 

700  752 

Current  year  receipts 

9 434  912 

7 150  OQO 

Conditions  met  - transferred  to  revenue 

-9  326  160 

-6  440  248 

Unspent  at  end  of  year 

907  483 

700  752 

Conditions  are  still  to  be  met,  and  the  balance  remains  a liability  at  30  June  201 1 . 
The  grant  wa$  ring-fenced  for  the  electrification  of  villages  in  line  with  the  conditions 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  Statomants  for  the  Year  Endod  30  Juno  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


2011  2010 

laid  out  in  ihh  DOra  The  unspent  amount  relates  to  work  still  to  be  done 


17 


General  expenses 

Made  up  of. 


Advertising 

Auditors'  remunerations 
Bank  charges 

Consulting  and  professional  fees 

Consurngbles 

Donations 

Entertainment 

Hire 

IT  expenses 
Lease  rentals 

Magazines,  books  and  pBriodicais 
Medical  expenses 
Motor  vehicle  expenses 
Fuel  and  oil 
Postage  and  courier 
Printing  and  stationery 
Project  costs  expensed 
5ecurity 

Subscritions  and  membership 

Tpltinhonp  pnd  fflfi 

Training 
T ravel 
Elaotrioity 
Uniforms 

Caiptal  expenditure 
Cellphones 
Free  basic  services 
Special  programmes 
General  programmes 
Other  expenses 


G4  979 

392  542 

1 547  875 

1 090  939 

208  318 

1 920  556 

3 579  393 

608  272 

427  542 

31  500 

69  006 

96  978 

80  042 

- 

58  156 

419  228 

475  708 

/94  977 

G9S  828 

59  957 

48  359 

17  596 

25512 

547  165 

2 604 

- 

702  098 

131  174 

193  193 

392  951 

624  344 

9 705  303 

9 179  373 

1 310  406 

1 146  382 

955  084 

51 1 738 

TTD  aaa 

431  208 

241  697 

2 029  969 

1 278  293 

769  753 

499  589 

206  113 

194  865 

2 847 

66  614 

149  140 

223  349 

5 018  709 

6 968  956 

135  724 

191  357 

781  506 

740  777 

4 542  543 

-3  323  543 

33  444  616 

27  344  3S0 

Employee-related  costs 

Made  up  of 
Basic 

Medical  aid  -employer  contribution 

UIF 

SDL 

Bargaining  Council  levies 

Leave  pay  provision  charge 

Po$t-employement  benefits  (pension/provident) 

Overtime  payments 

Long-service  recognition 

Annual  bonus 

Acting  allowance 

Car  allowance 

Housing  assistance 

Clothing  allowance 

Cellphone  allowance 

Other  allowancea 

Standby  allowance 


42  91 3 395 

44  975  281 

921  189 

653  369 

381  495 

398  374 

. 

10  985 

- 

209  176 

a 834  387 

8 576  735 

536  164 

237  703 

- 

1 619  751 

2 887  584 

3 213  097 

154  758 

378  474 

2 559  826 

2 300  036 

73  432 

217  045 

7 500 

7 500 

280  148 

105  382 

16  443 

7 882 

30  000 

10  000 

59  596  322 

63  010  839 

Included  in  employee-related  costs  are  the  remunerations  of  senior 
managers  as  follows 


18.1  Accounting  officer 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  StatsmantB  for  tha  Yuar  Endod  30  Juno  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


Basic  remuneration 
Car  allowance 
Cellphone  allowance 


18.2  Chief  finance  officer 
Basic  remuneration 
Car  allowance 
Cellphone  allowance 

16  3 Corporate  services  manager 

Basic  remuneration 
Car  allowance 
Cellphone  allowance 

16  4 Technical  services  manager 

Basic  remuneration 
Car  allowance 
Cellphone  allowance 


18.5  Camnnunity  services  manager 
Basic  remuneration 

Cellphone  allowance 

19  Remuneration  of  councillors 

Mflde  up  of; 

Councillors'  basic  remuneration 
Councillors'  pension  contribution 
Travelling  allowance 
Cellphone  allowance 
Unemployment  Insurance  contriputioris 

20  Debt  impairment 

Contribution  to  debt  impairment  provision 

All  debtors  balances  aged  above  120  days  are  considered  doubtful,  and  a provision  is  raised  m 
respect  thereof.  The  provision  is  raised  at  cost. 

21  Investment  revenue 

Interest  received  - external 

22  Depreciation  and  amortisation 

Property,  plant  and  equipment 

23  Finance  costs 

Interest  paid  - external 
Other  bank  charges 

24  Auditors'  remuneration 


2011 

2010 

726  520 

06  760 

20  628 

631  669 
82  500 
17  675 

642  698 

732  244 

660  520 
192  000 

13  374 

519  000 
102  000 
12  996 

7G5  894 

723  996 

507  408 
168  000 

13  374 

470  304 
166  000 
12  996 

688  782 

661  300 

646  166 
168  000 

506  940 
168  000 
12  996 

714  168 

687  936 

469  560 
1^)*^  POO 

13  374 

434  520 
1*4  noo 
12  996 

8S0  934 

615  516 

6 727  517 
477  764 

2 943  776 
676  949 

74  702 

8 313  136 
455  734 

2 864  314 
584  235 
38  413 

12  899  710 

12  255  831 

4 967  815 

7 662  696 

1 557  2S1 

/97  853 

17  957  124 

14  122  016 

- 

38  421 

234  665 

234  585 

38  421 

1 547  875 

1 096  939 

26  Operating  lease 

The  municipality  leases  6 photocopiers  from  Technology  Acceptances  fora  period  of  60  months 
commencing  31  July  2006.  The  lease  payment  a fixed  amount  per  month  with  no  contingent  rent 
payments.  The  tease  agreement  is  not  renewable  at  the  end  of  the  lease  term  and  the  municipality 
does  not  have  the  option  to  purchase  the  photocopiers.  The  agreement  does  not  impose  reiiinctions 


44 


tj±-:ziizr-i^tj±i  rrom: 


I 0 : 1-1^  r tJtJ 


r . HD-'  DtJ 


GREATER  GlYANI  MUNICIPALITY 

Annual  Financial  Statements  for  the  Year  Ended  30  Juno  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


Future  minimum  lease  payments 

Within  1 year 
In  years  2-5  inclusive 
Later  that  5 years 


26  Rental  of  facilities  and  oqulpmont 

Rental  of  facilities  - premises 
Rental  of  other  facilities  and  equipment 

27  Contracted  services 

Made  up  of: 

Insurance 
Refuse  removal 
Security  services 


28  Cash  generated  from  operations 

(Deficit)  surpius 

Adjustments  for  - 

Depreciation 

Sale  of  assets 
Debt  impairment 

Changes  in  working  capital  - 

Inventories 

Trade  and  other  receivables 
Consumer  debtors 
Short  term  investments 
Trade  and  other  payables 
VAT 

Unspent  conditional  grants 

Correction  of  error  - prior  year  expendilurH 

Correction  of  error  - PPE  previously  at  R1 

2^  UnauthorisGd  expenditure 

Operating  votes 


Operating  expenditure 
Opening  bal 
Condoned  by  Council 
Current  year  disclosures 
Closing  bal 

Capital  expenditure 
Opening  bal 
Condoned  by  Council 
Current  year  disclosures 
Closing  bal 


2011 

2010 

- 

256  S7? 

- 

256  872 

362  682 

303  45G 

79  553  59 

143344  02 

442  135 

448  803 

380  229 

32.S  033 

1 056  225 

1 897  764 

1 436  454 

2 222  797 

15  777  670 

13  843  038 

17  957  124 

14  122  016 

4 9S7  815 

7 862  696 

"277  619 
-3  136  320 
-5  361  404 
-13  139 

1 825  752 

2 427  239 

12  573  163 

-126  610 

6 560  955 

42  364 
-0 

G 3S9  635 
-12  219 

2 259  543 
-4  678  663 
700  752 

53194  818 

27  749  891 

4 184  854 
-4  184  854 

6 290  543 
-6  290  543 

4 1B4  854 

- 

4 184  854 

- 

2 608  326 
-2  606  328 

PRIOR  YEAR  unauthorised  expenditure  is  attributable  to  budgeting  inaccuracies  on  individual  votes 
The  overall  budget  reflects  10%  underspending-  Budget/  actual  expenditure  comparison  Tfie  expenditure 
was  tabled  to  Council  tor  condonation. 


30  Irregular  expenditure 

30.1  SCM  requirement  not  fully  Complied  with  m the  prior  year 

Excess  gvaiiment  on  councillors  cellphone  contract  (prior  years) 


9 210  090 
48  464  339  685 


45 


tj±-:ziizr-i^tj±i  rrom: 


I 0 : 1-1^  r tJtJ 


r . H r DtJ 


GREATER  GIYANI  MUNICIPALITY 

Annuil  Financial  Statamanta  for  tho  Yoar  Endod  3Q  June  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


2011 m.0 


48  464 

0 549  755 

Opening  bal 

9 549  755 

19  104  567 

Condoned  by  Council 

-9  549  755 

-19  104  567 

Current  year  disclosures 

0 549  755 

Closing  bal 

- 

9 549  755 

In  the  PRIOR  YEAR,  Adjudication  Committee  minutes  fell  short  of  demonstrating  that  a member  of  the  Evaluation 
Committee  who  signs  the  attendance  register  qf  the  Adjudication  Committee  meeting  only  prsaents  the  bid  evaluation 
report  and  gets  excused  from  the  proceedinga,  gnd  does  not  participate  in  the  actual  consideration  of  the 
bid  by  the  the  Adjudication  Committee  The  inference  drawn  by  audit  is  that  the  member  actt-aiiy  influences 
the  outcomes  of  two  bid  committees  m contravention  of  the  SCM  regulations  The  total  contract  amounts  involved 
in  the  affected  tender  awards  is  10  090  over  the  duration  of  the  projects  The  expenditure  was  table  to  Council 
for  condonation  in  the  current  fingncigl  year 


Cellphone  expenses  tor  councillors  exceeded  the  allowance  limits  due  to  failure  of  the  service  provider 
to  impiment  the  agreement  correctly.  The  excess  amount  collected  money  from  the  municipality's  bank  account 
through  a debit  order  With  the  exception  of  the  balance  reflected  above,  the  amount  was  be'  recovered  from  the 
respective  councillors  in  the  current  financial  year.  Action  to  recover  the  outstanding  amount  is  in  progress,  and  the 
municipality  considers  the  amount  to  be  fully  recoverable. 

30  2 Fruitless  and  wasteful  expenditure 


Penalties  on  late  payment  to  SAR3 

on  Ifft*  ia  cawpiM 

10  417 

Ifi 

dl-l7 

Fraudulent  bank  transaction 

195  000 

195 

oon 

214  417 

214 

417 

Opening  bal 

214417 

101 

902 

Condoned  by  Council 

-19  417 

-101 

902 

Current  year  disclosures 

_ 

214 

417 

Closing  bal 

196  000 

214 

417 

The  municipality  suffered  a loss  of  R 195,000  through  a scam  involving  the  use  of  a frudulentbank 
transaction  by  a fictitious  company  masquerading  as  Balaton  International  in  the  2005/2006  financial 
The  amount  Is  fully  provided  for  in  the  financial  statements,  however  Coucrl  has  rescinded  an  earlier 
resolution  to  wnle  off  the  amount  against  the  provision  in  order  to  allow  the  invastrgation  of  the  case  to 
continue 


31  Additional  disclosures  In  terms  of  the  mfma 

31  1 in  terms  of  section  36/  MFMA  regulations,  any  deviation  from  the  SCM  poircy  should  be  aporoved  or 

condoned  by  the  accounting  officer  In  the  PRIOR  YEAR,  deviations  from  the  normal  SCM  processes  in  the 
following  incidents  were  approved  by  the  accounting  officer  on  grounds  of  urgency  and  dul/  tabled  to  Council 


Incident 

Purchase  of  mayoral  vehicle 
Development  of  asset  register 
Rehabilitation  of  Giyani  testing  station 
Upgrade  of  IT  network 
Completion  of  Giyani  section  A road 


CY  amounts  PY  amounts 
551  040 
1 100  000 
8G4  6G7 
413  302 
820  178 


31.2  Disclosure  is  hereunder  made  in  terms  of  the  MFMA  fSection  1 14)  Jn  terms  whereof  if  a tender  other 
than  the  cue  recommeded  in  the  normal  course  of  implementing  the  SCM  policy  is  approved,  the 
accounting  officer  must,  in  writing,  notify  Auditor-General,  the  relevant  Provincial  Treasury  and  National 
Treasury  of  the  reasons  for  deviating  from  such  recommendations.  With  regards  to  the  CURRENT  YEAR 
the  deviations  were  tabled  to  Council  and  the  relevant  offices  duly  notified  in  writing. 

CY  amounts  PY  amounts 


Construction  of  Giyani  section  F road  10  557  529 

Supply  and  delivery  of  2 waste  compactors  2 854  999 

Supply  and  delivery  qf  1 skip  loader  truck  655  @40 

Repair  of  potholes  m the  Township  400  743 

Development  of  operational  plan  for  GGNRDP  2 836  000 
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GREATER  GIYANI  MUNICIPALITY 

Annual  Financial  dtatements  for  the  Year  Ended  30  Juno  2011 

NOTES  TO  ANNUAL  FINANCIAL  STATEMENTS 


2011  2010 

17  455  1Q2  3 749  277 


22 


33 


Other  income 

Clearance  cerlificates 

confirmation  letters 

Registration  and  transfers 

Registration  of  suppliers 

Re-isaue  of  statements 

Saie  of  tender  documents 

Sundry  income 

Sale  of  grave  plots 

Sale  of  refuse  bins 

Water  connection 

Water  re-connection 

Agency  income  contra  - water 

Building  plana 

Escort  fees 

House  loans 

Sewer  connection 

Sewer  unblocking 

Agency  income  contra  - sewerage 

Othvh  Inubrtiif 


Income  from  agency  services 

Made  up  of 

Vehicle  registrations 

Agency  fees  - water  services  provision 

Agency  fees  - sewerage  services  provision 


The  municipality  administers  the  veihicle  registrations  function  on  behalf  of  the  Provincial  Transport 
Department  for  an  agency  foe  of  20%  on  total  receipts.  The  revenue  collected  by  the  municipality  on  the 
water  services  provision  function  fw[iic:h  comprises  water  and  sewearge  services  provision]  15  retained 
by  the  munioipaiity  as  agency  fee  in  terms  of  the  SLA. 


2 SOS 

5 408 

83  50S 

150  893 

26  665 

45  979 

21  720 

59  578 

3 138 

6 681 

66  141 

161  602 

- 

328  661 

1 7 798 

54  411 

1 819 

3 934 

6 751 

- 

77  102 

-6  751 

-77  102 

32  736 

59  332 

9 327 

6711 

3 122 

60  578 

5 222 

20  020 

GO  286 

-25  242 

-60  266 

1 14a  PQ9 

n 

1 390  786 

942  esi 

1 919  790 

971  918 

1 064  922 

- 

934  295 

- 

6 017  194 

971  918 

8 036  411 

34  Contingent  liability 

PRIOR  YEAR  contingent  liability  involved  a court  case  relating  to  RIVALA  RE-GRavelling  project  The 
matter  which  had  to  be  defended  was  about  an  amount  of  R3e3,27e  paid  into  the  account  of  one  joint  venture 
partner  instead  of  that  of  tho  joint  venture.  Judgment  has  since  been  awarded  in  favour  of  the  municipality 
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Short  term  investments 

Fixed  depOBit 


199  558  I8fi  4|9 


The  municipality  has  the  following  short  term  investment,  redeemable  within  I8O  days 

Fixed  deposit 

First  National  Bank  Giyani 

Account  number  7 1 032635579 


Bank  statement  balances 

Cashbook  balances 

Fixed  deposit  account 

30-Jun-1 1 

30-Jun-10 

30-Jun-09 

30-Jun- 1 1 

30-Jun-1Q 

30-Jun  09 

186419 

186  419 

174  200 

188419 

186  419 

174  200 

#71032635579 

186419 

186  419 

174  200 

156419 

186  419 

174  200 
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OREATER  OlYANt  MUNICIPALITY 
APPENDIX  D 

SEGMENTAL  STATEMENT  [FINANCIAL  PERFORMANCE 


for  tim  ytittr  ondod  50  June  2D1 1 


201 D 

2010 

2010 

2011 

;iD11 

2011 

Actual 

A<;tuiil  Expifiiditurcf 

Surplus  1 (Dsffirit) 

Actual  Income 

Actual  E ipuiiilitiirn 

Surplus  1 (□oflcltl 

R 

R 

R 

R 

R 

R 

- 

980  447 

580  447  Executive  8 Council 

42  7Sfi  43!'. 

42  725  436 

(Ue  &e9  $95) 

50  070007 

(75  0l2  62ti)  l-mance  & Admin 

(145033  621) 

49  65T  759 

(90  375  062) 

(335  fi97) 

4 555405 

4 349  76$  Planning  A davalopmant 

(165  630] 

3 782  874 

3 677  243 

- 

- 

HctuHli 

(A  27$  67S) 

23  952413 

19  $75  734  Community  & Social  Sarvicea 

(4  885  631) 

?5  450  141 

15  604  510 

- 

3 251  37? 

3 201  372  Pubhc  Sately 

05  438 

65  438 

(2$  205) 

4 54S1S2 

4 916  973  Sport  & Racraatlon 

(?1  251) 

3 649  430 

3 620139 

(3  71511!i) 

1 936  089 

(1  779  026)  Eiivirunrrienlul  Piut(.'(;tiun 

(3  679  $50) 

2 399  903 

(1  47(1  $07) 

(834  295) 

0 

(934  294)  Wattt  Management 

90 

75  968 

75  07$ 

- 

22  687  651 

22  687  66 1 Reerl  Trtinepert 

(7  472) 

6 256110 

a 250  638 

(6  017194) 

(0) 

(0  017  194)  Water 

2 31$ 

2 310 

- 

ISZflO  425 

13  260  425  Eiectnclty 

- 

1 960  582 

1980  682 

(225  212) 

1,8C1  227 

1 626  015  Ollitii 

(290  246) 

..  477  720 

167  462 

(142  220  QOS) 

128  377  DS9 

(13  843  038) 

(149  303  483) 

1 33  GZG  7H3 

(15T77  6T0) 

1 ARK  InlAr-riApfirtmAi'it  Cliaiuuti 

(142  220  006) 

128  377  DB9 

(13  843  038)  Tetnl 

(149  303  463^ 

1 33  ^2!)  733 

(16  777  870) 
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